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Hearing held (in public) in Hearing Room 
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Allied Beauty Equipment Manufacturers! & Jobbers! Association 
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Mr. Corlett, of Ottawa, Counsel for the Association. 
Mr. H. Margo, of Montreal, Manufacturer. 
Mr. R. E. Goslett, Montreal, Jobber. 


The Canadian Association of Consumers 
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Mrs. H. E. Vautelet, C.B.E., National President, Canadian 
Association of Consumers. 

Mrs. V.W.G. Wilson, Provincial President, Canadian 
Association of Consumers, Quebec 
(English Branch). 

Mrs. Grabeau, Provincial President, Canadian Association 
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MONTREAL, _ JUNE 9th, 1954 
Delegation from; ALLIED BEAUTY EQUIPMENT 
MANUFACTURERS" & JOBBERS" 
ASSOCIATION. 
Represented oy; Mr. Corlett, of ottawa, 
Counsel for the Associa- 
tion. 


Mr. H Mergo, of Montreal, 
Manuiacturer 


Mr. RE. Goslett, Montreal, 
Jgoboer. 


eee ee ee 


-~--On resuming at 2 OO p.m. 

THE CHAIRMAN: The hearing will come to 
order. The first presentation this afternoon is 
on behalf of tne Allied Beauty Equipment Manufac- 
turers' and Jobbers' Association. Are you appear- 
ing on ovengl: of them? 

MR, CORLETT: “Yes; Mr.’ Chairman.” My name 
is Corlett and I am a Barrister in Ottawa. 

THE CHAIRMAN: You are appearing as counsel 
for them? 

MR. CORLETT: I am appearing as counsel, 
and I have with me. Mr. H. Margo, of Montreal, 
who is a manufacturer in this particular business, 
and Mr. R. E. Goslett, and he is a jobber in tnis 
particular trade. 

THE CHALRMAN: Mr. Margo, you are a manu- 
facturer? 


MR. MARGO: Yes, I am President of tne firm 
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Chemaco Limited. 

THE CHALRMAN: And Mr. Goslett? 

MA A(CORLETT a5 e <s..& jobber. 

THE CHAIRMAN: Also of Montreal? 

MR. CORLETT: Of Montreal, yes. [ thought. 
M. Chairman, it would ve wise to have 4 repre- 
sentative from each sector of this industry in 
case questions of a tecnnical nature were raised, 
pecause in answering sucn questions it would cer- 
tainly be beyond my competence, and I have a manu- 
facturer and a dealer who [I think will be quite 
aole to give the Commission any aid it desires. 

Mr. Chairman, we have filed as required a 
number of copies of our orief, and that was done 
in Ottawa last Priday. I don't know what the pro- 
eedure is. 

THE CHALRMAN: The procedure we have peen 
following is for the person in charge of tne porief 
to read it and make any comments he likes. He can 
make those comments in tne course of reading if 
he thinks that is a good place t. dovit, orvat 
the end.© or, he may do a combination of ooth:. 
Then, we follow that oy allowing any ocher member 
or members of the delegation wno wisn to add 
anything to the orief to do so, and then there 
is a question and discussion period. 

MR. CORLETT: Well, would it be in order 
for me to read tne orief? 


THE CHALRMAN: Yes. 
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MR. CORLETT: "The Allied Beauty E,uipment 
Manufacturers' and Joovers' Association 
wisnes to express its appreciation to this 
Commission for extending to it the privilege 
oi presenting ivs views on this question of 
Loss Leader Selling. 

"This Association is the recognized 
trade association of manufacturers and job- 
bers in Canada of beauty supply products 
which are sold to approximately 7.000 opera- 
tors of hairdressing establishments and 
9,000 barber shops throughout Canada. fThe 
Association presently has a membership of 
109 firms ot which 54 firms are manufactur- 
ers of beauvy supply products and 55 firms 
are jobbers engaged in the distribution of 
these beauty supply products. These 109 
firms represent at least 80% of the manufrac- 
turers and jobbers in this line of business 
in canada. 

"In the peaut,; and barber supply 
industry, the products manufacturers are 
usually known to the trade as professional 
products since they are used oy vneauticians 
and oarbers in performing a service to 
their customers or patrons. The manufac-.. 
turer sells his particular professional 
products to a jobber who, in turn, distri- 
butes such professional products amongst 


the hairdressing and oarber estavlisnments 
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througnou. canadz These professional 

products are not sold over the counter to 

the public by ordinary retailers and only 

incidentally to the puovlic by hairdressing 
and barper snops." 
If I may interject there, one difficulty this 
Association has always had witn Government officials, 
botn at Federal and Provincial level, is that the 
Government officials almost unconsciously tnink 
of this group as being part of another trade 
association Known as the Toilet Goods Manufacturers ' 
Association. The members of the latter Associa- 
tion, their products eventually appear on the 
retaliecounters of drug stores, but this group do 
nov touch the drug stores or thac phase of the re- 
tail level. Their sales are to beauty parlours 
and barbers shops alone. In fact, the profession- 
al sizes of the products would not be suitable 
Tor @416.v9 the public. 

THE CHAIRMAN: Does that apply to the manu- 
facturers in. toto, or only to these particular 
products? 

MR, CORLETT: I think almost entirely: 

You have @ separate grvuup of manufacturers 
catering to. this beaut supply trade, separate 
and distinct from tne manufacturers whose pro- 
ducts appear in drug stores. 

THE CHAIRMAN: I thougnt there may be a 
number of products wnichn would appear in retail 


stores in smaller size packages or bovtles, probaoly 





elay eruernae ‘ano oll ‘Yoauaevat gain ‘AY 
arene! ddiaiusro¥o0 anil? Bed e¢swis ‘aed nolieiogel 
ona wees et “fevel Tetoutvert bas Totsbeq os agoa. 


waked tlesetouooay saodte gists fio sHewivTSVED 

ebexd nedsons te 18g ted a6 ‘quote elit to 

(eaetuabe whem abood setter aid ah nor ols sioceas 

| 210066 sex¥at Sas %0 ‘eroded adt \MoRIELDORLA 

| eid “ao segs vii suave ed subotg ehodt .Hok? 

ob quer eli? sua aotode boi iio eesawoo saad 
bea ett Yo bewdG youd 26 uorida ‘aptb ‘Bag dowed 5 

gmoltng wid oe she spies aksdy - Teves fisz 


‘mhOLeas' Org dad’ . fost at , Hole aqewe exsorsa brs 


sfuewive 66 ton biuow re oubota ond 40 geste Is 


okiduq ons vt sisa 0% . 


easidioon oth oa efaqe tes asoti WAS TARD sur. 
qe iaakaiug paves ot “yine 10 (ooo AL evotndo8? 
| Se” Pea ohoot4 

iqletttiie teomes watas I YPNEAAOD iM 

eile stacin ‘to. b cial overages Fy evsd “oy 
at otegbe oben awe “Suse9 po aakied so 
-04@ ototil ies teeta sid woth Joudzeth bas 
= a | setove guib ai veeans avout 

5 a (asi areeeld ipo ne I sMAMAIAHD SHT 
[terer at sseqge bivow aoldw etouborq Yo soomum 
Givssorq (eottvec So asiyintoeg oad tellsne ot ewxb96 


1667 


made by the same manufacturers. Is tnat only a 
small part? 

MR. MARGO: Yes, but tnat is one different 
part, and manuiacturers who do this have different 
departments for those things. 

MR. FAVREAU: It may be tne same manutl'ac- 
turer, but they are two Separate things. 

MR. CORLETT: "Tn other words, these pro- 

fessional products are purchased by oveautli- 

clans and barbers in order that they might 
perform tne necessary services which they 
rencer tc tne public and a8 4 rule are sold 
in professional sizes only. Consequently, 
the manufacture and sale of beauty supply 
products are somewhat different from the 
manufacture and Sale of ordinary articles of 
trade. In the beauty supply industry these 
products are maiuufactured, and then dis- 
posed of py joobers to operators of hair- 
dressing eStabdlishments and paroer shops 
who, in turn, use these professional pro- 

ducts in pérforming their functions as a 

service trade.! 

There are realiy two provlenis “in our brier: The 
problem to the manufacturer of these products; 
and secondly, and perhaps more serious, the 
problems presented ty the joboers. The operators 
of the hairdressing estaolishments are quite 
secure, for reasons wnich will become apparent 


as I proceed. 
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"The majorit, of joboers who sell 


Supplies to Beauty Salons in Canada are ex- 


posed to ruinous financial set-backs caused 


by price Cutting and Loss-leader practices. 


(2) 


As indicated there are aoour. 7,000 
Beauvy Parlors with <0, C00 to 25, 000 
employees in Canada. Beauty Parlors 
are in a much stronger financial posi- 
tion in 1954 than before the last War. 
One of the main reasons is that their 
numoer is much lower in proportion to 
the population than in the United 
Statens or-in Burcpean*countries:.' In 
the United States for example, there 
are about 120,000 Beauty Salons - 

that means avout one for every 1,300 
innaoltants, and in England and West 
Germany adout 45,000 Beauty Parlors 

in each country which lowers this pro- 
portion even more. By comparison, 
eacn one of tne 7,000 Canadian Beauty 
Parlors can serve 2,100 inhabitants. 
[It is therefore obvious thav the 
Canadian Beauvy Parlors can concen- 
trate much more business within 

tneir Shops because of their small- 

er numoer tnan Salons elsewhere. 

Women furthermore are much more 

hair conscious and for working-firls 


hair-care if a necessity. 
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(>0 ) From a survey of 88 Joobing organiza- 


tions there are .-.->." 


se) 


I’may interject again and state this information is 


obtained oy the manufacturers of ocaucy supply 
produets."“That-as the source of the information. 

THE CHALRMAN: I don'c wane tu interrupt 
the chain of your reading, but tnere is one little 
question. 48 On paged’ yourrerer to 55° firms* of 
joobers in canada, and now you speak of 88 jobbing 
organizations. 

MRe > CORLETT:" Well, the excess number over 
and above tne 54 or 55 are not memoers of the 
Association, but-actually I think they are smaller 
joobing organizations. 

MR. MARGO: That 18 right. 

THE- CHAIRMAN: On page 1 you say the 55 and 
54 represent at least 30% of tne manufacturers: 
po you mean of what 18 manufactured, or of the 
manufacturing concerns? 

MR. MARGO: In tnis 88 number there are 
quite a few very small joobers -- one-man outfits 
-=- and this is all outlined in this brief, who 
could not aiford to be memoers of the Associa- 
tion, and thelr’ susiness is fairly small. but 
they give quiteta-lot-of service tl lots of 
pbeauvy parlours 

THE CHAIRMAN: The 55 firms is hardly 804, 
then, if you have 33 more? 

MR. CORLETT: In citing tne 680% figure -- 
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mislead tne Commission -~- tnis was cnecked, and 
having in mind the velume of business done and the 
position of thesfirms in tne trade, the member 
firms of the Association could say they covered 
80% of tne trade. 
THE CHAIRMAN: Oh, 80% of the trade? 
MR. CORLETT: LOXNGS,. Shes 
THE CHAIRMAN: Would tnese 88 comprise 
nearly all the jobbers? 
MR. MARGO: Yes. 
THE CHAIRMAN: Thank you, [I am sorry to 
interrupt. 
MR. CORLETT: 
(0) ‘prom a survey of 88 Joboing organi- 
zation there are; 
1. two (2) members who have branches 
in most of the Provinces of canada 
with a large staff of Salesmen and a yearly 
turnover in sales to Beauty Parlors, 
Which may be close to one million 


adolidarar 


inv) 


17 Joobvers witn medium sized busi- 
nesses employing from 3 to 6 Sales- 
men each and witn a ee OL 
$150,000 to $300,000 each per 

year. 

3. The largest numper of Jobbers, 

avout 69 in number, are one-man 
organizations with small stock, 


practically no cash capital and a 
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yearly average turnover of $50,000 

to $100,000. This type of Joober has 

a. small Shop or orfice. often attached 

to his home, but operates mostly in 

visiting Beauty Salons personallynvy 
cary traveliing. allover his terri- 
tory. taking orders, shipping the or- 
dered goods, collecting the outstand- 
ing money and taking care of purchases, 
bookkeeping and other business details 
personally on whkthuthne help. of) his 
family. 

"There are numerous one-man organiza- 
tions, with similar methods of operation all 
across the country, which are not included 
inthis: survey ' 

In view of Mr. Margo's statement, since I am: the 
author of tnis brief [ think I was over-extending 
myselr when I used the adjective "numerous", 
This class ot Jobber is most affectsd inso- 
far as: his Pindneial existence is concerned 
oy loss-leader selling or severe price- 
cutting. 

"Joobers! means and margins are so 
small thatiia slight reduction in their. re- 
turns means a loss instead of a oreak-veven 
omesmaltl] (profitmiin their syeariy profil & jand 
loss statement. 

B "7,0OSS Leaders are eitner used for 


occasional advertising purposes of leading 
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brands or as a steady attraction. 

(a) "As an example of the first case can 
be named a campaign of one large 
Jobbing house which offered ail 
across Canada - 1 dozen units of cold 
Wave: Solutzon-? <4 *” 

Which, incidentally, is one of the major supply 
items sold by a jobber. 

nS V’.eween the purcnase*of-one dozen units, 

slashing “the already low price for this 

product oy 50%. This campaign, which has 
promoted intensively for nearly 1 year nov 

Only Led to price cutting all “arone “the 

line, dut also enacled this large jobbing 

house to fill Beauty Salons with large 
quantities of essential merchandise and 

in tnis way excluding tne sales of competi- 

vors fora ‘Tonge period of time’. 

"This typical loss-leader sale, un- 
doubtedly causing large financial losses 

to tne Joooer involved, was discontinued 

apout six monchs ago, but either may be 

revived or be’ tried on some other t,pe 

of merchandise in tne future. 

Mae Produet Sold in this tanner 

to Beauty Parlors happened to ve the pro- 

duct of this Jobber who manuiactured his 

own line and tnerefore cvuld not oe price- 
controlled: “But, on the other hand, any 


understanding with this Joober vy other 
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competitors to omit such malpractice is pro- 

hioiced under existing law." 

Pt! May ba OT Help,,.Mr. Chairman, i1 cliner Mr 
Margo or Mr Goslett could inaicate to the Com- 
mission. the prevalence o. this situation wnere you 
have @ manuracturer who also does his own joobing. 
There is. sume. of tat. 

MR. MARGO: This one jobber, wnoce case is 
mentioned here, is one of the two dig ones whicn 
fall under Class A mentioned here. He has really 
filled up the.~oeaucy salons s. much that they. have 
Ghia merchandise lying @arund tor half a year or 
longer. and, 10 ds perishaole and is spolled, and 
the whole indusctr, has, to suffer vecause of this 
strife. Lt 8 one really drastic .case, where i. 
can show how mucn damage one person can do. ‘This 
jgoooer has admitted thar he had great losses.on 
Chws: SCriLCG oue he Tilled up the peauty salon 
stores and he could not puy freom any or. tne smaller 
AGCDers, ~andelois, was tne purpose of the strife. 


Now he has connections with smaller joobers to 


Se 
D 
ao 


extenti tuey should have Tuiuem. 
THE CHALRMAN: .1.n this case the jobber 
was also tne manu.acturer? 

MR. MARGO: Yes. The cold wave svlution 
is the same tning: If.Mr. A. manufactures it, 
Or Mr Be, there are slight variations and tne 
names differ. The merchand.ase actually does the 
Same joo, and the chemical products are the 


same, Soll Me. A. Sells. his, bovile,. Mr. Bis 
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is actually tne same, When different manuracturers 
are members of one association and they can discuss 
this matter -tnen,we should try to hinder one 
jobber doing such a, thing to tne whole industry; 
and it has, been cone before. 

MR. CORLETT: "There is no doubt tuat the 

whole trade has voeen ouadly hurt by tnis 

particular malpractice conducted oy one 

Single joobing firm." 

MR. FAVREAU: I suppose we can consiaer these 
jovbers, dia that, particular, trade also as) retailers 
because 1hey, an fact, sell to. the cunsumer? 

MR» CORDET Te dt One SENSE: thataas Truc, 

I would say they take tne pluce of the retailer 

in tne ordinary type of transaction where you go 
from manuiacturer to joober to retailer to the con- 
SS ter 

MR. FAVREAU: BecauSe tneir sales are not 
made for tue purposes of resale? 

MRo 7 GORLETT. The cvnsumer peeing the oeauty 
parlour operator. 

THE CHAIRMAN: ‘The parlour is the c-unsumer? 

MRe> CORLETT shat is) right 

"(b) Ly iorder toayattract, custumers: all 

joobers:, ‘but. particularly tne smalber ones, 

are furced to make price concessions, es- 
pecially on standard items distributed by 


them. These are carrled vy every goboer 
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and are odougnt oy tne Beauty Salons pre- 


feraply rrom the larger Supply Houses which 


ior service not oifered vy the financially 
weaker joober. 

Iphe consequence has veen that Hair- 
dryers, Furniture (chairs, shampoo oowls, 
manicure taoles, ete, ) Hasrspinvs and@pyes 
Shampoos and many other items are offered 
With price reductions ranging from 2C% to 
25% Trom°their normal price whereas the 
jobber “enjoys a -regule@r ‘discoune-of 40% only. 
when considering tha. tne expenses each 
joboer has presently to face leave him witn 
a ‘net protrt of 3 to 5% only -oefore payment 
of invome tax, a reduction to this extent 
of his business in tne main items is ruinous." 

The Commission might ask how we arrive at the figure 
irom 35°to betas Tine profitebefore payment of in- 
come tax of representative jopoers in Canada. 
This Assvciation has not got tne financial re- 
researcn 
sources availavle tu maintain a separate,department 
but tunis Assoczation is closely allied with its 
counterpart in the United States, known as the Beauty 
and Barber Supply Institute -- apparently quice a 
wealthy organization -- and they can conduct these 
researcn facilities. Apparently, tne trena in tne 
United States is the same aS here, and in 1947 
tne Beauty and Barver Supply Institute incorporated 


in New york had a survey made entitled "Costs o: 
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Doing, Business in 1947/7". They have a summary of 
their findings and the rirst one is that the typi- 
cal beauty and supply dealer -- tnat is, in the 
United States -- operated in 194/ at a net profit 
of 3.3% before taxes on pales of E1349 000100. So 
that -not having tne research facilities here, 
after having canvassed the joobers, apparently 
that was well-known that the net profit is from 
3 to 5% veiore payment of taxes. 

THE CHAIRMAN: Have you any information that 
would show tue ec nditions on which they operate 
are the same as tnose in Canada? po they have the 
same margin? 

MR. GOSLETT: Yes, the very same; discounts 
are Similar, and expenses run the same. We have 
to pay our salesmen on a 15% basis. 

THE CHAIRMAN: And tne United States work 
on the same -- 15% to the salesmen? 

MARY GOSLETT: “THES same, 

MAYO CORLE PTY] One Turther- Peason For thas: 
which“I-méntion later in-the brief, is that many 
of the American manufacturing estaolishments in this 
industry have subsidiary companies here in Canada, 
and it 1i8°preferable to du it that way, because, 
as you know, tne Customs tariff protection duty 
on peauvy products is quite nigh, I think it is 
215%. 

MR. WHITELEY: I am not sure avout point 
(ep’en-page’4 


MR. CORLETT: Exactly now tnese concessions 
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are made? 

MR, WHITELEY: No. You state here tnat the 
small jobber, in order to offset some of the advan- 
tages of the pig jobber, makes price concessions. 

MR. GOSLETT: That is very easy for 4 man 
running a one-man concern where he has provaoly 
his stock in his oasement aud no office expenses 
and no salesmen to pay. He can do that wnere tne 
Legitimate jobber, wno maintains an office staff 
and salesmen, just cannot. 

MR. WHITELEY: “There Seems to be some di- 
vergence and advantage oetween the bix and tne 
small, and under resale price maintenance the small 
man would not be aole to do wnat you state he is 
doing here What advantage is left to him as 
agatnst one big - jobber? 

MR. "GOSLETT: Thab Ps’ -one*thing -thav “has 
come up so muci more since price maintenance was 
aoolished. because pefore that tne manuiacturers 
could stop these small jovbers from cutting prices 
by cutting off itheir supply if "they didy ‘since 
the law came in they can't do it. They have no 
club to hold over their heads. 

MR. WHITELEY: Yes, ouc the statement here 
is that it is to offset the advantage which tne 
big jobber possesses. If you take thar. away, 
what proteetion have you left him? 

MR. GOSLETT: If you take tne present 
advantage away from tne small jobber, tne legi- 


timate joobers will oe able to operate as they 
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used to operate -- as 4 business and not as a 
racket. | 

MR. WHITELEY: According to this statement 
here, that would leave the business in the hands 
of the vig jobber. 

ME. -GOSLETT: Pardon? 

MR. WHITELEY: The statement made in tne 
brief is that the beaut, salons preferaoly buy from 
the larger supply houses whicn they feel provide 
the specialties and superior service not offered 
by the financially weaker joober 

MR. GOSLETT: That 1s so in many cases, 
because if a beauty parlour requires things to 
work with in a hurry, very often the small jobbers 
haven't got it in stock and they have ty. wait, but 
tne Dig jobber 2an supply teem right ofr hand 

MR... WHITELEY: Yes, but the brief indicates 
Without this advantage of price concession the 
business would tend towards the oigger jobber. 

MR, GOSLETT: Yes. 

MR. WHITELEY: And tnat would mean the small 
man would disappear? 

MRin-GOSLET?: I nope so. 

MR. CORLETT: Mr. commissioner, I think [I 
comment on this practice a little later. 

THE CHALRMAN: I wanted tv. raise the point 
because there seems to be a divergence oetween 
the two classes‘in the same trade. We have the 


poince well in front of us now, anyway. 
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MR. CORLETT: "Proo: of this situation is 
found in the jobbers' credit situation which 
is constantly deteriorating. A credit sur- 
vey is. attached as Exhibit 'A' hereto. From 
this survey, it will be seen thar. the sales 
of from 7 to ll manufacturers to jobbers 
emounted to $622,749. for the first four 
months of 1954. Prom this total were over- 
due, aiter the regular 30 days credit time 


amounts as follows! 


in other words, it is customary in this trade to 


give 30 days in which to pay bills, so thac these 


figures represented the overdue credit situation 


as of the last day of the four-month pe.iod in this 


year 


"30 days = $138,379. 
"60 days : 49,188. 
"90 days - eT ie 
"more than 90 days- Be JOO wal Of Ux 


“the average 40%." 


~— oe eee ae ae ae 


THE CHALRMAN: In my copy the 49,00C figure 


reads 43.000. 


MR. CORLETT: Well, it should be 49,000. 
"Tt has tv be taken into considera- 
tion that the trade witn Beauty Salons - 
contrary tv the general trend - has been 
inereasing, continuously. There was no 


Slow-down in the turnover during the last 
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if yeers in this special trace. It easily 

can be realized whavc disastrous consequences 

a downward turn in tnis exceptional situation 

would have when tne financial situacvion of 

the jobbers is already so bad during good 
times. '! 

MR. WHITELEY: The taole, schedule A, that 
is by montns? 

MR. CORLETT: Yes I stand corrected: Mr. 
Margo has pointed out to me tnat 43,188... 

MR. WHITELEY: No, ouc how do you toval 
these months? Isn't this tne situation as of each 
month? 

MR, CORLETT: No, this represented a survey 
of, firstly, sales made oy manuiacturers for the 
first four months of this year, and the overdue 
amounts were the amouncs overdue to the reporting 
manutacturers as of April 30th, 1954. 

MR. WHITELEY: Take the first month, January; 
there was a total amount owing of $146,441. 9 

MR. MARGO: The first figure, the 146,441, 
is tne total sales of these manuracturers in 
January, and from the total sales, overdue were, 

30 days $29,000.00, 60 days $11,470.00, 90 days 
$3,900.00 and even longer tnan JO days -- thst 

means more tnan four montns -- in total, $12,000.00. 
That means altogether overdue were $61,000.00, 
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manuracturers, and then the total for the four 
months in whicn you find the average is 404. 

Mi. WHITER YL. iS ces Chav, ss. 

Mi. favreau: That is total sales in the 
first column -- thnac is nov the total owing? 

THE GHAIRMAN: Take the January list of 
fizures; you show a total ouvcstanding for 30 da,s 
or more of $61,000.00, or 4249 

MR. MARGO: Yes. 

THE CHAIRMAN: The balance of 58% was owing 
for less ithnan 30 nays? 

MR. MARGO: Yes, tnese were normal sales. 

THE CHAIRMAN: But the total, just the same 
for tne "more than 60 days" should pe 43,000 
instead of 49,000? 

MR. MARGO: Yes, itv was a misprint. 

MR, CORLETT: We do not pretend to de statis- 
ticians % 

THE CHAIRMAN: NO, it is a typographical 
error. 

MR. CORLETT: ' “One of the: many reasons why 

jobbers give price reductions is that 

Beauty Parlors play-off the visiting com- 

petitors one against the other. 

ine particular joober) - in order to 
keep his cunnection with s particular 

Beauty Parlor - often feels obliged to 

concede a very low price, without being 

able to prove tna. tne claim of the Beauty 


Parlow Owner is correct, but nevertheless 
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aware that there is no price control, and 
therefore powerless te counteract This is 
a very humiliating situation. 

by) The great variety of products Beauty 
Parlors» require. for their services are ex- 
tremely competitive, 

"Practically every one of the larger 
Manufacturers in tne Unived States has opened 
&@a Branch in Canada where their merchandise 
is manufactured in order to overcome the 
price-increase caused oy a Customs Tariff 
which is generally 223% ad valorem. 

"Besides these there are numerous 
Canadian Manufacturers who intensively pro- 
mote their own lines. 

twMany of the items these different 
Manufacturers produce are made for the same 
purpose and therefore highly competitive. 
The potential danger that an extensive 
price increase could de expected in the event 
of tne present legal prohibition against re- 
sale price maintenance agreements oeing 
repealed does now exist under these cir- 
cumstances, Lt cau be proven. that the 
general price trend in the Industry is 
continuously and steadily downward pecause 
of tnis healthy competition, whicn, at tne 
same time, has helped tu improve the quai- 
ity and efficiency ofsthe» products offered 


to the Beauty Salons. 
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a ea ipjhe AsSvciation sees in the repeal 
Oo: Section 34 of the Combines Investigation 
Act (R.S8C S20be ~ chi S14 whieh ts the 
main oasis for tne current loss-leader mal- 
practice the best means to keep an Industry 
alive wnivch delivers the goods for a large 
and importane Service Prade.: 

"Tf-the’ present. law prohibiting re- 
sale price maintenance Agreements snould 
not be prespeinded in- toto the Association 
would ask the Commission to consider the fol- 
lowing special situatzon which, “as far as 
is known, nas not been suoject to any spec- 
ial attention in any other case and may de 
of Nnelp 966 he particular srtuation in our 
[Tndustry 

(a) "Beauty Salons do not sell any goods 
to tneir customers (with tne excep- 
tion of very small occasional sales, 
which are negligible in this connec- 

VLU, +SuCh “ae <a HAL Pelee sor sonic 

“WSURy (piney? VN VICE er servicds: 

As Instances of such services tnere 

may be mentioned the application of 

permanent waves, shampoos, cutting 
and setting of hair, hairstyling 


manicuring, etc Pie skibl “of “che 


(b 


operators and their working hours 
are the main basis for tne charges 


of tne Owner of any sucn establish- 
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ment to tueir patrons. The efficiency 
of tne Beauty Salons in tneir work is 
the baSis of thelr reputation arid 
success. ° Tre scale of their ranan- 
cial returns is often and mainly de- 
pendent on their 'good name'. 

“PALS Tact shows that the products 
used for some, but nov all or the 
Beauticians!' work play only a minor 
peru, 21 any, 2b coer dealings wita 
their*clients . 

"by or as little importance as “the type 


Or products Used, is. the cost OFT 





these products-in the charges of 

HpeakoLerons '“servi¢ces” 

"How slau. Cites Pare Of UCNneir Gost. 1s, 
is shown oy a oreak-down oi: the total cost 
for the up-keep of a Beauty parlor (Main 
items: Shop renc, ope ators' salaries, tele- 
phone, “light, hot water, etc. J). it re an 
estadlisned fact that tné supplies which 
Beauty Parlors Nave tl ouy from their joboers 
range only from 5 to 10%, of their total 
expenses Any variation of these joovers' 
prices, even up tv 20% or more, obviously 
does not need any c.nsideration in the 
charges to the Salon's patron, and actually 
are not taken into consideration. The dif- 
ference would pve a matter o. a few cents 


or fractions of cents, wnereas the veauticians 
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cnarge dollars For instance; Beauty Shops 
charge Dor one Haircoloring joo front $5.00 
ty. $7.50 and need only one vottile of tint 
for this type of work whicn is listed at 
.65¢. As a loss-leader, this pottle would 
be availacle witha reduction oi from .10 

cor > “Ceres. 

Ore) Prooit ot tnis general experience in 
our special type of trade is the following: 
In’ the Province of Quevec, Beauty Salons are 
Supervised by Suv-called Commissions Con- 
jointes des coiffeurs pour Dames under the 
authority of Order-in-Council 789 of July 23 
1952," pursuant tu the Collective Aereemen. 
ACT OY Roo va. Lol,” Ch.” LOSS as Simenden |. 
These Commissions have the rignt vesides 
otner functions, to set toe minimum prices 
for’ the services provided’ oy Beauty Parlors. 
Accordingly minimum prices have been fixed 
under Section VIII of tnis order-in-Council. 
To lower these prices bélow the prescrived 


minimum’ is am-offrence. Section XII(c) of 


ci 


he same Order-in-Council says; 
"No one shall o:ifer gratuitously 
CNS*SeErvices MentLoned 1n Section 
VIII; Of “the “decree, “or” reduce the 
prices or give any ooject what- 
ever, as a premium, in order to 
reduce “the prices Or to attract the 


customers oy means resulting in a 
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PEGUCTLON of tne prices or any ovuner 

way. {t as also prohioi.ed to offer 

Such services at prives Lower than 

those herein established." 

'Beaucy Parlors wnicn have not main- 
tained these minimum prices have oeen orought 
oefore the Courts and only lately a Court 
in Montreal punisned violators of tnis law. 

‘These service charges have not peen 
lowered sinve Beauty Parlors have enjoyed the 
advantages of tne loss-leader malpractice," 

That is, since Section 34 was added to the Comoines 
Rev a0 the end of 19051, 
"Beauty Parlors whicn had the opportunity 


to get lower prices in this way could noc 


ay) 


and did not pass these savings on to their 
e¢lients. They enjoy the higher returns with 
the consequence tnat only Joboers have tu 
surfer, with tne results as snown aoove. 
Similar laws affecting minimum prices charged 
by Beauty Parlors exist in all other Canadian 
Provinces with the exception of tne Maritime 
Provinces and British Columoia where spec- 
ial regulations prevail." 

There we have, on the a@auchority of a member of 

the Joint Commission for this area administering 

the hairdressing trade, tnere are similar price 

regulations in all of the other Canadian pro- 

vinces. We have a letter from one dealer in 


Suskatchewan citing tne Industrial Standards Act 
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as the legal authority for such minimum prices in 
that province, anu tv my Knowledge there is a 
Industrial Standards Act in Ontario, and we under- 
stand the hairdressing trade is cvuvered under the 
Ontario svatutes. 

THE CHAIRMAN: LIL tnink in some of the pro- 
vVinees the minimum prices Gs not Cover all the 
service. 

MR, CORLETT;: That may oc, Mr. Chairman. 

I don'c know wnetner tne Commission would wanu 
tavled the order in-Council no. 789 of July 23rd 
iyde? 

THE CHAIRMAN: °2I tnink it is a matter of 
public reeordgs we can refer toniv ATi necessar., . 

MiP. CORLE TE e Yes 

"Als, dt ds’ the gweneral, experience tnat 
even where tnere is no Law similar, to thnac 

im the Province, of Quebec, price advantages 

obtaincd by Beauty Parlors are handled in 

the, Bame way.' .Jvobers suffer faunancial 
hardships whicn endanger tneir future exis- 
tence. Beauty Parlor Owners take full ad- 

Vantage lof this opportunity and thear 

clients have to face unchanged charges 

(ed) This situation has orought us to 

the following conclusions: 

"Goods sold joy our. jopobers. Go 

Beauty Parlors, are not ooughnt oy tne puo- 

li@tiin Rstail Stores. fheir merchandise 


cannot oe considered as 'Retail' Goods. 
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"On the otner hand most cases investi- 
gated by the Combines Office sv far vecause 
of a 'compine' or 'price-maincenance' have 
referred, tu the pest of our knowledge, tr 
Bvods Woich have TOS pe Sold "at retail’. 

Tt seems OSovViouUs that tle provection to the 
public against excess prices contemplated 

by tné Combines Investigation Act refer 
mostly to goods which are actually voought oy 
the puplac”™ at wecail. 

"AS Snown avove, the public will not 
be aifected by price charges Por products 
sold by Jobpers in our Trade. As Beauty 
Parlors have not lowered their prices. be- 
cause of loss-leader practices and indeed 
are’ Limited in this” respect py various ‘pro- 
vincial Statutes, it can not be expected that 
they will increase their prices wnen Jobbers 
are. aele*to enarge normal” prices again. “The 
puodlic therefore would nov be affected by 
THis revurn’ tee Vorhiat Price sSTltudtion, as 
far “asthe” jovbers are Gonecrned, and tne 
Beatty Partors* whith are in'an exception- 
ally strony fihanevat position anyway. will 
Have Their '’-normate returns On the basis” of 
therruncnanged service enarges and “tne 
jJobsers will ve avle to make a living, give 
petter'service*to their clients and pay 
their’ oilis. 


"we consider tne living conditions 
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or our jobbers as so serious and their posi- 
tion in our trade as su important that we 
cannot recommend too strongly a clarifica- 
tion in tne present law which will have 
the effect of giving joobers an opportunity 
tor return to normal conditions. 
So much Wor ene plignt’ of “the joober.: Now,’ the 
position of (the Manuracturer in the beauty Supply 
industry. 
bAtthough iviis our view that the 
chief sufferer is the jopber as a result of 
Che current. practsce of his resorting ‘to 
loss-leaders in his sales, nevertheless 
we wish’ to go on record as stating, that the 
manufacti.rer dm the beauty Supply industry 
suffers too as a result oi tne prevalence 
of this’ malpractice The manufacturer is 
adversely affected in the following ways: 
(a) "The jobber as a@ result of tnis loss- 
leader selling seriously reduces or elim- 
inates his legitimate profit with the re- 
Sult thav he is unavle to pay the manufac- 
turer for his purchases within tne period 
of 30 days as is customary in this indus=- 
try. consequently, the manufacturer is 
forced to extend greater credit facili- 
ties to tne yoober thus tending to impair 
the fanancial position of tne manufacturer 
Evidence of tne seriousness of this pro- 


blem is illustrated oy the credit survey 
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of jobbers which is attacned as an exnibdic 
to this brrer 
(b) ““Sinee “practically all of the manu- 
facturers'’ “products are sold py orand names 
SErlLOuUsOprTce cuttin, Or them oy the jobooer 
does lessen tne prestige of the product in 
the eyes of the operator of the voeauty 
salon.’°Trais<condition was recognized ina 
recent Britisa investigation of this same 
problem as’ pein, ‘onies OF directa concern to 
a manufacturer of a oranded article. fhe 
Report of cne Committee on Resale price 
Mainvenance 1949 (usually referred to as 
vne TL boyd jacob Repor  iMrerersitoithis 
matter in paragraphs 162 and 163 of the 
Committee's Conclusions and Recommendations 
whicon read as fvullows: 
ons 'Wwe take the view tnat tne manufac- 
turer of a@ oranded article remains 
responsiole for the quality of the 
goods seld under his own orand; he 
eannot therefore oe indifferent to 
the terms on which his goods are 
Sold to the public. our evidence 
has shown tnac well-known orandea 
articles are. particularly liable 
tO bs used as loss-leaders poy 
distrivoutors and we are satisfied 
tnat their use in this way has 


not orougnt any permanent advantage 
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rqwmanurachurers. Gistrioucors or 
the: shoppin, puolic as a wnole. © Re- 
Sale price maintenance offers a con- 
venient means of protecting brands 
against misuse by distripucors in 
thgsiieor omer ways. 

1103. ‘We recommend tnat no action snoulad 
be taken which would deprive an in- 
dividual producer of tue power to 
pirseexc mpeuwancd enforces nesaleiprices 
Por) goods? bearing has: jibrand 2" 

Then, Mr Chairman, we made an eifort to answer 
certain io ithe specif ie questions: raised ina 
questionnaire submitted to us insofar as they are 
applicablei tor this. andustry. 
rimhe Commission's letter which sets 
forth a series of questions has been studied 
and weowish. to|/ cate the Pollowing, facts in 
an endeavour to answer tne relevant ques- 
tions: as an assistanve to the Commission. 
(IjstLveseteaderscellin, of the kind 
describcdsins this Bricf and resorted to py 

Jobbers inetne beauty supply industry ls 

common throughout canada. The practice 

off cutting ofeprices of articles relates 

toheach offs the major items for sale to the 

beauty salons. The duraction of any of 
these special deals mignt last anywhere 


from a few d&@y,ys up to and as long a period 
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Of tite as ons year. 

(2) “The form or such ‘special deals' 
by the joooer to tne veauty salon takes the 
form of free goods as far as supplies such 
as hair dyes, cvld waving, shampoos, etc., 
are concerned The, extent of such free 
deals will ranee from one free unie per 
Gozen UNnLvTS ient up tu te free unics per 
dozen. Sules of supplies to a beauty salon 
are regular in tnelr ovcurrence. On tae 
other hand jobbers sell equipment Such as 
halr dryers, manicure bowls, ete 4. to the 
beauty salons oun Such sales are naturally 
more irregular in their occurrence. [Loss- 
leader selling as far a8 equipment is con- 
Cerned takes: the Dorm of apectal discounts. 

(3); "LOss-leader selling takes place in 
connection with all important lines handled 
by jobbers. The three major supply items 
handled oy joovers are hair dyed, could 
Wavin,g and shampoos and the, are all suoject 
to loss-~leader sales. 

(4) "A particular joober wno initiates 
loss-leader selling act any given time on 
any one item hopes to capture purchases 
of other items by tne ocauty salon and 
thus succeed in cutting out other jopbers 
who ordinarily wuuld supply tnat particu- 
lar beauty salon. This malpractice might 


easily tempt ana often does entice the 
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Operator of tne vauty Sai0m vO Duy OLMer Mer- 
CVanuLies «foi Chie Price Calter im the nope 
Play tis Wdsiho am Cie Dybure Siasw tne 

priees of otner items of supplizcs and tuus 
VEUSL Ly cCuereuy On tris Otner Nahd,  jyoovers 
who nave previously supplica tnat particu- 
lar osauvy salon will likely endeavour v- 
maintain that account by meeting ctnis price 
Bieohitig OF ever petlerine 1t Thus’ it Ts 
eas, t. see Now a veauty Salon cperator 
UHDEr such eExtraordinury Circumstances can 


SlicCulvely play One JOUvEr azainat another 
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jgoober to her own personal financial aavan- 
tadec,. Perel ore, In MUst- tases Wwiere any 
one” joover Starts to resorv to Toss-leader 
S€llin. ail competitive jodbers quickly fail 
in line in’ order tc mcet this new ceumpeti- 
GLeu. 

(5) "NOle Or tis” JOUvErS Or the type or 
article’ savyjsctt tothe Lloss=Lleader seilin,. 
OSHELLt SINCE Tne, seriously reduce or 
eliminate 48°4 result Or sutn practice their 


normal prortit On tnis Ltée.” ALSO tlic 


PURELCeOGes MUL UeNeCi ey ites etry on a bletki— 
Cial Bast GElraveO? Py Une veaucy Salon ap 


a result Of such figipractice is hoc passed 
on GC. Uhem ih tne orm or Power prices ter 
permanent waves. Nair CvolOUPing, etc.. arid 
indeed mint be" pretluded Trom veneritin, 


thereovy Qué to the minimum prices in 
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otates and tne United Kingdom would seem 
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usual or normal markup. for Insta 
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Canada, tne Report of vie Roya: Cvumsiission 


on Price!) »spreads) 1935 at page 22d 


stated: 


“ONS Ci TNe Most common practices 
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of ddlesdens ‘yom loss-+leaders'.. 
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no exact aderinivion, bur are under- 


SUTOOG Hroaagliy tO Mea Mercnancise 


featured or sold at prices easily 


distinguisned as cein. less 
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Of aturacting cuStolcrs Gud promoving, 
saleés;y now se. much or the featured 
articles as of ot#@er articles on 
wWhien@ bioher profitels secured. 
'tintbe tue term 'loss-leaders' may 
have, had Les dinception in the wse or 
articles which were actually sla vde- 
Low GOst,) an actual loss is nowadays 
Seldom experienced on most leaders 
the peheral PLACTLCE LS v Peaduce 
maverlally the customary margin on 
g000s used as tloss-leaders '.' 
"Tr tue UNived Suates trie Feacral 
Trade Commission Report on loss-leader sell- 
Ns. in craumvystores, 1926-1934, dealt witn 
the Gerinition o1 a loss-lsader at pages 
2-3 as followe: 
h'The .cerms, ‘leader' and 'tloss-leager’ 
have indeéVvinive meanings and are 
USeEQ vy CNain-Store orgaiizations in 
Widely difrerent Scfises. A loss- 
leader apparencly is variously con- 
Sidered as am article s.lu vwelow net 
LAVOLGES oC Sty aie &. purchase cust or 
net manuracw@urify GOsSt as the case 
MSs. WIG, 50R Le aay pe sapp ied ato 
goods sold ovelow, tne net purchase 
cost of ‘tne ~00ds plus operating 


costs, or simply to ,oods sola velow 
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che usual mark-up. 

‘'Tn a ocrowa sense leaders mu, ve 

Gefined 485 mercnanadise Teatured oF 

Sold ut reauced prices to atvuract 

vuUyers Gnu twneredy stimulate sales 

Of tweSe,leaders atiu ouner .,oods.! 

"Winaily, tne Lloyd Jacou Reporey in 
tne United Kin.dwii, already quoted in chis 
Briel, ati Paes J Cea Wit The SCOpe OL 3g 
loss-leader as follows; 

"'poss-leader' is toe name frequently 
applisd to an artacle sola at. a price 
Cut drastically velow tne esta _lisned 
Pecvuel BpEece, Ltets Used as..0 Tor 
Oi AdVertiseme:nt t- attvract CUst Ners 
IntGr.d e8Nnop In the fupe that tne, 
Will, at tne same time. purcnase ar- 
ticles showin, a nigh race of profit, 
OF tna, tne Increase 27 U.rnover 6. 
articles Showin, @ nermal rave of 
profit will oucwelign tne losses sus- 
vwained on sales of the leadin. line. 
Ver, ociven well-known proprietary 
aPtigies appear t..oe used for this 
Dburpose, their esctavlisned price 
provides a standard Ggainst wnicna 
tne puvlic may inuneagiately appre- 
elate tne crAtent.of ths price reduc- 
GLop.. Furthermore thc puolic.can 


wos a6sured that. tne price reduction 
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is real aid nov a reduct.on applica 

to au article originally marced at a 
Very isi dee em) sOL Cee rues Cie ce Gs 

Une appearance O01 a Bargain. Prupvic- 
tary lines are not, however always 
used. One vase drawn to our acvten- 
tion Was tnat oF a snop sexcling a 
pUCKEtT at tne far enu of tne counter, 
the invention o€ing thar the customer 
Woulu fill his vargain with otner pur- 
chases on tie way our.’ 

(7) “In the weauty supply industry loss- 
lsader sellin. tae resorved to vy jyouoers at 
all times regardless o: tne level of ousiness 
activity. 

REMEDIES . 
MIn conclusion 10 18 tne view o: this 
ASp oC hau On silat. vie) UnbORvinavS Consequences 


€ 


Outlined in tnis Brief ana affecting manu- 
iacturers anu joobers in tne beau., supply 
industry cam be remedied by a legal restora- 
tion of tne rigint to enter into resale price 
mainvenance agreements oy madiufact.rers. 

In this respect we are impressed wits the 
sound reasonin. contained in the uissenting 
judgment of Mr. Justice Oliver wendell 
Holmes of tne Supreme Court ol the Ynited 
States in tne case of Dr. Miles Medicine 

COL Ve (Park & Sonavice, C1911, 220 Yise S73) ." 


I tnink tnat was tne case that held thac resale 
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piice maintenance in 1911 was contrary co tne anti- 
trust laws. 
tTnis Gase concerned tue lexysal validity or 
Presale Veloe WMalhivcicoise sdereemecnius ang Mr 
Justice H.ilmes in nis dissenvin, judsnent 
maae one following, sanguine ovservat.ons; 

‘'T think thar We greatly eXaxggeerate 
che value ana importance to the public 
or competition in the proauction or 
distripuvaon of an article (here 1b 
is only distrivution), as fixing a 
fair price. What. really rtixes that 


B&B the Cumpetition_ol conilicting de- 


fs 


SuLiGlSycus, we Vii in veliog eiGecthi es Lier wees sels 
Much aS we want of @il tne tunings tnar 
We want. Therefore, we have to 
CnoOse. AS eeOh as Us prece Ol (Sonic— 
thing, that We Want govcS avove tne 
point at whicu we are willing to wive 
up Other whines to nave that, we G@ase 
to, vuy it and buy somethin, else. of 
course, [ ai speaking olf tnings tuae 
WE Can Bert ALON. witnout There May 
ype necessaries tha. soone or later 
must ve dealt wath like snort rations 
in shipwreck, ou. tney are not pr 
Mile's meuicines. WLU Fexyard os 
tnings like tne latver. it seems ur 


me that tne pein, of most. profit- 


a@vle returns marxs tne equiliorium 
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of social desires aiid Getermines tne 
fair price in tame only sense in which 
I can fina meaning in tnose woras 

The Dr. Mile's Medical Company know: 
vetter taan we do wnat will enasle 
PEVCOLAGLTRE baSTAOUSINSeSss ¢ we must 
assume 1.8 reta.l price ty. be reason- 
avle, ior itris se alleged and the 
case is here on demurrer, so [I See 


nounin,g vs warrant my assuming, tinae 


the puolie will not ove served dest 
by the cumpany oeing allowed tx carry 
Qucvats plan. IT ¢€annot velieve tna 
invtne lon, run the pudli. will, pro- 
rit oy this Court: permitting knaves 
tO cat reasonadle prices fur some 
ulterior purpose of their own anu 
eous Lo dimpair; if not to destroy, 
the production and sale of articles 
whien ic 18 assumed to oc desiravle 
LAAC) tCheppublicasnould oecawle. to 
Set gees nankK Siso Poat the) 2mpor- 
tance of tne g-estion ana tne popu- 
larit, of wuat — deem mMistakeri 
notions make it my Quty tu express 
my: view ine this. dissent. '" 

"Such @ remedy in Canada would nec- 
SSSitace tus’ repeal of Section 34. or tne 
Combines Investigavion Act, Also in tnis 


connectizon we wisn tc stress tne fact tnar 
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due tv the wmultiplicit, of mManucacturers 


ana joobers wnv fur the most part Maiuuructure 


anu distrivuve toe Same lrvems used in the 
vrade, it is very unlikely tnac ary one 


manufacturer or any one jocoer will assume 


& dominant pusitsion in the lnuustry and thus 


Tusver monopoly cunuitions. 

‘AS an alternavive rémedy, assumin. 
tnav section 34 of tne Comvined Itivesciza- 
CLOiM Agia tey revaingd in ius present fern, 


Ss. Our, Suomission, tnat.sucn a peculiar 


Fes 


i 
Lous Gia Be, Lhe, Debi, gapDly industry 

snoula oe made exempt from the prohivition 
against resale price maéinvenan ie agreenents 


@s presently provided for wy Section 34 


"ALL o£ Wuich is. respectfully, sup- 


Thaw LS tne. cage of tuls ASSOG.saLLON. 


THE CHAIRMAN: Do you Wiss bo aad anuyrvnin, 


MR. CORLETT:. .No,,.I don't tnink I have any- 
thing Turtuer to aad 

THE CHALRMAN: Mr. Margo or Mr. Goslett? 

Mk. MARGOs .No Sir. The only tning, I weuld 
like Go Stress 1s tusst Cois BitUation as present- 
ed nere prevails during the time where our indus- 
try 18 progressing in turnover. we have seen 


during tne last two years an ever increasing 
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Curnover; the demands of veauly parlours are greater, 
and tue merchandise delivery is ol 4 larger volume. 
and Were re’ Very Mush aTraiud that if" tnis” loss= 
leader situa.ion continues times will come wnen 
the ousiness will nov be as voluminous. Then the 
JOUVE T Os Or Ce eeiUei: NOLS Galieer™ Unat uley are Gude, . 

MA. PAVREAU: It 18 your experience that 
those WnoO Nave cut tne prices -- tnose wholcsalers 
Or jOuvers Who Nave cut wne prices, they tnemselves 
had) a vilesger turnover: 

MR. MARGO: NO, we have not tnat experience 
DeCausSe when ONS Starts to du tnat Uric OUNETS have 
to do 1v°to0o, and thu. levels out. 


THE CHAIRMAN: You mean nearly everyoody 


MR; MARGOs- "Yes; ‘because in our tradé it is 
not so tnat you have one item in which you loss- 
leader, "but these are all tne main ictews wnhicn are 
pread and’ pucter for the joover, and he cannoc 
leave it ouvL occa Se anotncer yoooer nas a loss- 
leader and he has to sell nis too to mak: his liv- 
ing. That is the ,.reat difference witn che retail 
tradé; 4 ol,, department Sture can have one loss- 
Teader“eo atiract tne puvlivc ang sell alT tne 
ovner merchandise four normal prices. Here, when 
One “of hone main “items 1s «tin price, tnat is 
the exisvence of tne joover anu taat is tue psreat 
difference in our crade, 

THE CHAIRMAN: Is it tne normal practice 


for tne margin on tne scéTtling price vy a’ jouver 


. 7 ms atl a : 
et a 


































: ltd si awiea ae — ote waeduds 
| 4 dude seaearnedie Sweey et ee OKA . rim 
| wavbiestous ekg = ere aed awe oven ae ee 
adiekoumens one cose Sas ee wen nw Btyiaios 40 a 
oi Me | avoir bigito: 2 bea | 
some cdy dieses vou ovat am 10 00H AM _ 
| wick Hiease bad apn, be we eotode ahd, “wa nauseous 


= eed eiowel aed pave! (ous a ob ov 


7 
. | fool yaews’ gProve erewiy. wo “AMAR any a) ol 
et at dueta ano al seusosd od “1GRHAM . 

ageeol voy nubiw pl myak y' ‘eved WEN ee ve yon ; 
) Cte usluw saool aiew os tle ote poner sae seneot 
; vuninee va bag aaietiile wns tok aedsuo DB bevita 
. ~aniod re) asia 0000, “beth Oe ve houG we ut ey 
: vil aad Stati od ova wh Dee od ved 0 wits uobeel 
| aa fisget wie nate soneneaie Jovy Sita Lal sate’ eyat 


oghnd' ul oad nes auc Sms Sq ou tar B yobs 













aiid ite five wats mews wold Iodedarhesa oF aoneas 
mk dunn! votes” + sooty fut at ‘cudiaaionton ‘oiled i 
rey oats 80409 al da anew uot aba 89 ‘to “atu | 
yieny eae rey saall wit reMucy wus te Sdtteustxe ond fone 
mi ae hee sober wo "ite somvae tite 

a datatias) pre as waiey” sane AHO ant - 
- aeedog 8 eer osieta abby to akon a ek 


ee 

ie 
= 
; 

= 
— 
= 


£7Ve 


Ce be +O? 

Meo MARGOY” Yes,"“4O0G ts the average. ~ There 
as ‘Certainly now @ enance for a manulacturer te 
sell an iven for a smaller margin. The joober needs 
this to bine eS snait prorir 

THE CHAIRMAN: 40% of tne selling price? 

MR. MARGO: That is rignt 

TH@ CHAIRMAN: Nov a 40% wark-up? 

MR. MARGO: When the joober sells for $1.00 
he pays o0¢ . 

MR’. FAVREAU: ‘Did you say there ds nov mucn 
chance there would ve snaller margins tnan 40€? 

MR. MARGO: No, & manu:acturer could nov 
sell ne merenamiise tsa jouber successrull 
would give any sinaller margin than 40%. 

MR. FAVREAU?’ “Are there any ereater margins 
than +0%9 

MR. MARGO: Ver; occasionally vecause tnere 
Boi b mun “rel t: 

THS CHALRMAN: Your cost or doing ousincss 
is very much -nigner than in ovher trades* 

MR. MARGO: That is rignt, oecause tiie jovo- 
ber hasvar outside ousiness.: [It is not so that 
the” jyoover comes To the veauty parlour -- he nas 
not salesmen, differen. salesmen to g. Trom snop 
Ve "OOD. Pie MAOveritio we TstinU re Cd aU Orme OIC mirc cle ty 
parlours P-and it woula cost "a loc of money anda he 
Nae CoNcoPlect “tne noney: “Pnerjetper Nas os Bo to 
them ana get sone money from tiem wnen ne sells. 
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great expense Too. 


THE CHAIRMAi: ne otner question cccurred 
to me aGuming) the course or, the reading You Ye- 


ferred to tae prices cnarged oy tne operators and 
you say tney are not arfected oy tne prices tney 
may have to pay for tne supplics wnhicn they use -- 
cold waving, or whatever it ma, ve; Now, do opera- 
tors uniformly cnarge tne winimum prices author- 
izea oy tne order-ir-Council? 

MR. GOSLETT: No, no; tne, have a scale of 
prices according to tne prestige of tnelr snop. 


THE CHAIRMAN: That 18 Wiav I wanted to get 


(ee; 
co 


MR. GOSLETT: A good high-class salon will 
naturally charge twice as much for tne same work 
as sume of tne small ceauty parlours wno have nov 
B06 the facilaicies. == not only. the facilities but 
the appearance and general make-up. In Montreal 
nere there are some ver, elavorate oeauvy parlours, 
there are in all tie bi, citaes. For instance, 
there dis one ocaut, parbour in this city that 
Spent 125,000.00 in re-fivting tne.r salon. Natur- 
ally tne; are now going te oc duwn amongst the 
minimum prives» They chnarge)for the type of ser- 
vice they, give, or type of service tne customer 
expects tnem to give. whether tney give it or 
noodsi a dléferent. story, uc, if aya tnateclagssa 
they ‘are entitled to ask a olg, price and they ger 
it, but ney don't Wo bt: fora dime. less, because 


tney ouy Sumetning, cheaper. 
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THE CHAIRMAN: NO, ouc tuey Miguwct do iv for 
$5 OO more vecause tiucy pay 1ld¢ more. 

MR. .GOSLET?:; There is one poine I weula 
like tu Stress. Mr. Chairman, aud. thar is-tsat 
Since Article 34 came up it nas vcehn so very evi- 
Gene lh our trade. wnat. nas Nnappened;. prior tye tuat 
We were aole to ask a list price for equipmen:, 
wnica is 4 vi, iteii, waicn runs into money, ana we 
were anole to get the list price oecause the manu- 
facturers. protected tnoss prices, ana if wae jovber 
Was cuttin... prices he woule cut him off his list 
ana not sell.him.tae mercnandise, so as to protect 
the otner jobbers. Since 34 has been in tne manu- 
Taclurer Cannom Woe, tain. eacout 14. ~mor dnagarice, 
in One. case last year on a sale of 10 hairdryers 
Whicn snould nave svlu at $175.00 apiece tu make 
a normal, profit, they. were sold at $120.00. . That 
Kind, of nonsense is just killing tne industry, and 
it can kill an industry no watter now big. Take 
the example I happened to reaa in Tile last Satur- 
day; in the Uniced States there were 1,174 failures 
in a.tomooile dealers in tnree montns oecause 
of a malpractice wnichn yumped up there wnere tney 
were sellin, new cars to used car-lots so as. to 
unload theil.stock.not.only of 1953 cars but, also 
1954; and 1,174 aeslers nave gone under in tnree 
months. The legitimate aqealér still cannow sell 
his new cars, and thut i5 wnat we are up against. 

MR, WHITBLEY: Have tne puolic any diffi- 
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MR. GOSLETT: No, the puolic can ouy curs, 
Liere re So giany cars. Take a Look at that lot 
up at the corner of Ottawa Street. 

MR. WHITELEY: Isn't tnat the purpose of 
the trade -~ to supply cars to the puolic? 

MR. GOSLETT: Supplying cars to Une puolic, 
put the roundavout way whicn I mentioned -- tric 
automobile manutacturers state tneir list price 
and nold their dealers to that, but to get around 
that the dealers have oven selling new cars as 
Used Cans through the used car lots. 

THE CHAIRMAN: Isn'v that oecause the pres- 
sure of economic circumstances makes it impossiole 
for them to sell their quota -- or, tney think it 
is impossible? 

MR. GOSLETT: Well, tne legitimate dealer 
is still getting squeezed out, because he doesn't 
a fe Maw Be ne 

THE CHAIRMAN: What — am suggesting is that 
the dealers have more cars on hand (because perhaps 
they have a quota tney have peen required to tuke) 
Wien euney osnseells sand in order to peu rid of 
them they adopt tnis means whicn apparently is 
nov capable of being stopped oy price maintenance. 

MR, GOSLETT: Well, tne automovile question 
in the United States, tne Government is getting 
after the practice of selling new wars a8 used 
cars. 

THE CHAIRMAN: In the Unicved States tne, 


have not only franchise dealers, but in most of 


9 , 
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the States tney have resale price maintenance. 
and apparently*iv is noc t.o Successful. 

WAR. GOSLETT:Y “Not anethab case. 

THE CHAIRMAN: TO get davk to another qués- 
tion, Cam eltner of the-delezates, Mr."Margo or 
Nim GOslevr, tell Ws" 12" tne; have ary a1 ere tion, 
whether the great majority of operators of oeauty 
parlours work on tne minimum price schedule or 
aoove iv? 

MR. GOSLETT: Aoove it. 

THE CHAIRMAN: So tnat tne lewzal restriction 
is nov really necessary act tne moment? 

MA. GOSLETT” “ Wells no, fF donm'e stink sox 

THs CHAIRMAN: I have no douve it was neces- 
sary at tne time 1t was estavlisnea. 

Mi. GOSGRTE:  Lhiee Deer ir, 

MR. MARGO: For instance, in British Columoia, 
where they have foe suchea lot out were tne 
peauty parlours are not allowed to advertise prices 
the prices are hizner tnan in ovher provinces. 

THE CHAIRMAN: Im British Columolia the 
prices on most tnings are nicher 

MR. MARGO;:; That is rignt. 

THe CHALRMAN: My colleagus Prem tne Pro- 
vince of Quevec Suggests that perhaps the ladies 
of Biitisn Columoia need more beautifying. 

MAS GOS ees: At 1éast we nave nov asked 
the jobbers to supsiaize it, ou. We may have tc 
come ts Tv. 


MR. GERIN-LAJOI#£: I woulu like to pus a 
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few questions as attorney for tne inquiry. woula 
you have any figures as tu. the numder of joooers 
from 1940 up bo now -- tne changes In number from 
Year ToOMReat? 

MR. CORLETT: I a-n'v think we would, Mr. 
Layole. vecause I mentioned to tne Commission tne 
financial resources oi tnis Association are not 
great enough that that type of activity can de 


carried on, and as far aS tne Dominion Bureau of 


complaint of tnis group tnat we are lumped in ana 

Shown with tne Toilet Goods proup, so thaw IT don't 
tnink -- unless it was dune quice recently -- thar 
we Nave separate statistics. 

MRS MARGOt) Weicanr only say the cnange in 
number is nov. suostantial., There are always a few 
joboers coming up and ochers disappecring, bur 
there is: not a great change. Like in tne United 
States, for instance, after tne war all the veterans 


wno coulu jumped into this trade, anu tnen, after 


awhile, aisappeared Thav was not tne case in 
Canada We have a fairly steady nuwoer of assoc- 


lated members, and outside there 4re not many more. 
MR. FAVREAU: would some figures in this 
respect appear in your orief wnicn you presenved 
in 1951 before tne Parliamen. and Senate Commictece: 
MR. CORLETT: Yes; they did. [ was enecx- 
ing thea soefore I prepared this, and [ don't think 
there haS oeen any cnange in the memoersnip oi 


the AsSoclation one way or tne other since that 
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time. 
MR. FAVREAU: I Suppose tnose Tigures could 
TO 
pe referred,vy tne Commission? 

MR. CORLETT: oh, yes. 

MR, GERIN-LAJOIE: I w.nuer if tuere ic a 
misunucrstanding on my part on page 4 of your oricf; 

hand 
You say, “But, on the other, any unuerstanding 
with this jooover, py other competitors to omit such 
malpractice is prohivited: under existing, law". 
Would such an unuerstanuing nave oeen possivle cc- 
fore Whempresent) legislation? 

MR. CORLETT: well, pernaps I am anoiguous 
there. [ was. thinkin, of the Combines law. [In 
otner words, you cuuld. not: have @ group of jovoers 
-- at least, they would oe exposing, tnemselves to 
legal liability -- if, seeing one joober starving 
tO cut nis prices, they got together on the factor 
of price and din isome way ‘noped: ts, de aulé to put 
Sospoep “eo rl caberhew JTewnat Gihadwin minds <I 
wasn't thinkin, of a combine unuer Section 34, out 
rather tne combines Act as such. 

MR. GERIN-LAJOIZ: Between manuracturers or 
oetween manufacturers and jovuvers? 

MR. CORLETT: LI thninkx wnat we nad in mind 
was cumpeting joobers getting togetner 

THE CHAIRMAN: Just on tnat point, your sug- 
gested remeay oi tie repeal of Section 34 would 
noc affect tnat situation? 

MR. CORLETT: Oh, no sir. 


THE CHAIRMAN: It would nov Ge any detter 
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position? 

MR. CORLETT: No, tiie position of the mem- 
bers of tne Association wWitn respect t. the state 
of tne law would oe the same, out iv is tne opinion 
of the meiibers o1 the Association that if tney 
Gould gO back to tne position that existed prior 
to the enactment ol what is now Section 34 thar 
their position would be bettered consideravly anda 
they wuld oe avle to get away from tnis conditicn 
of malpractice. You will remenoer, [ tnink, that 
Mr. Pavreau, havin, referred tc the comments we 
Bave before the Joint Parliamentary Committee, 
Mr. Swenson, the président of the Association at 
thut time, made a Statemene toav oO or 30% oi tne 
articles in this industry up to tuat time were 
price maintained. 

THE CHAIRMAN: The repeal of Section 34 
Would give you no protection wiin respect to tne 
particular Case thac you cited just ocfore this 
Statement; thut is, the case of toe manufacturer 
wWi0 is also tne joooer. You would have no legal 
means of doing anytnin, with nim, oecause Séc- 
tion <@ is still in tne way. 

MR. CORLETT: “NO, that is correct. 

MR. GERIN-LAJOIE: A few questions, Were 
put to you, Mr. Corlett, on page 4, the paragraph 
marked (ob), aoout tne real meaning of tnat para- 
grapn: po you mean that oceauty salons prefer 


to ouy from tne larger supply houses which 
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provide tue specialties anu superior service no 
offered oy the small jowvoers; is tnatv tne meaning: 

MR, CORLETT: I tnink péernaps Mr. Margo 
gould reply to your question. 

MR. MARGO: Ndturally the lurger supply 
nouses nave greater aavertisin, power ana vetter 
PaCLiivies Te eive service ana a greater range of 
mercnandise. The peauty parlours are very particu- 
lar in their demanas ang it is 4@ question of one 
type of mercnandise being very conservative and 
woey con’ oc Like to ciudlige., The large manuracturers 
anu tne large oeauty Supply houses are anle to 
point to 4 specific line. and the small joooer has 
& nard joo to introduce wnatever ne can offer, anda 
he tnen comes alony ana says, "“wny has tnis men 
Biven it to you for 5¢ lower?”. That is his tech- 
nigus to try and swing tne custumer over to his 
nouse 

MR. GERIN-LAJOI£: But {| suppose tue sivua- 
tion woula have veer tne Sane previous uv. tne 
present l<cegislation? 

MR. MARGO;: Guice rignt. Hé would always 
try tnis, out on tne other hand he nas to consider 
if it is not more dangerous for nim to lose one 
of tne important lines ne nas wnen he cuts prices, 
and the larger supply houses complain, and tne 

forced 
inanufacturer sees nimself,to cut the small joober 
Out sO that ne won't do ic. 
MR. GERIN-LAJOIE: Do you tnink tncere woulu 


be much ailrtferense? 





ies seat 28 pes igo 
awd vee wine sond@ sebteNde teTeOMME: er 

‘ee sete Teosoty & gle so ivage sa eI seid LiLowi 
-ou loin yrew sis omosusg Gunsd eit _  sapeadavteu 
aie ‘to muivasip 6 at J wis suetes, aiarid aa ted 
bans ovis avewaros ye thee ya LUnBAe Ti, 10 997 
SISO ies vgisl st  atibeads eJ-onll CMG yond 
a3 ols pts unsaitil vi gh. qdasee Setwt eid bbs 
enhD ofttoeda 2 os Jado 


San “eave, Iiban off beac 


bus .¢otio gap ok tevedarw ebybontas os o0%) Daee s 
dom Ghuw eat ety” .6gee Bae haels este saat sa 


~dood uli us deat . 94ewed 92 a0 Hoy ce 42 eves 
aln.dg aor Sak ue Zand oidwe Lay YTS ol eupin 
— vanon 


<Gis te bias . #o0GGn ) swe >ULOLAI-U2amD. iM 
















sad» abotVoug sae ony ssa -eved olvom acts 
| posi Slelgel Tuyashg 
uyiwdte ulsun of ‘peli ou but OOF aM 
espdaitie wd ssf ea cand tydo wud UO She . sles he 
te aver log ako 40} ewUteghar = ee el ai Be: 
ea owe ae BPAY nh sh . eng To 
god ing sausage a iiqave Sid ute ane 
soadie Ae vty, Jed Ci phisasie: (68Ee aerwsostaas 
a See EOP, al dll 


ofewn ait: ‘te ars i im 


a 








PG A ee) 


MR, MARGO: On, yes, there is no dount avour 
x Baa 

MR. GERIN-LAJOIE: Kexyarding tne sviatisti- 
Ca. “Cauley “rererred to on page 5, but which we find 
detailed as 3enedule fk, “Cne “Tumper of -reporting 
Manufacturers, could you tell wnether, for in- 
stance,’ the seven reporting manuracturers in 
Maren are incluued in tne eleven, for instance, 
in January? 

MR MARGO: “LT -cannot tell you tnis. [ 
Suppose tney are, out these figures were collected 
oy an inuependent firn woo has not given out the 
names of the manufacturers and tne names of the 
gobbsrs; so T- can't “tell- you im=detail who tiey 


are, "bUc=naturally we can Supply it if 1t is re- 


MR. GERIN-LAJOIE: Tne numoer of reporting 
manufacturers seems pretty small. 

MR. MARGO: I[t°is, taat is rignt. 

MR, GarIN-LaAJOLE; Do you think we can 
really make an opinion out’ or tnis small number; 

MR, MARGO: Yes. these’ are tne leadin, 
Maiucacturers, mostly Canadian maiuufacturers, 
who continuously supply most of tne jovooers. 

MR. GERIN-LAJOLE: Now, you cover in this 
Schedule only four montns+ 

MR, MARGO: Rent 

MR. GERIN-LAJOIE: Is iv very significant 
vO look atthe figures fur such a short period? 


MR. MARGO: This 18 &@ goog average 
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MR. GERIN-LAJOIE: If I look av this I 
notice that the percentage in tne "over tne 30 days 
pe iod"” does decline from January t. April from 
LPR tCOM4] tov 37? 

MR, MARGO: That. may ve colncidence. [ 
cannot tell you how tnat happens, out partly it 
may o¢ that in tne spring the ousiness usually is 
opetter we Have a Kinu OF G& Season from April 
until june On the beau), parbours:. ~The permanent 
wave during tools time, and tne Pfinancial,.position 
may oe a Livtle wetter -<=— now very much, but it is 
Sometning. 

MR, GERIN-LAJOIE;: Is itv your opinion thar 
this situavion, let us say wvetween 30% and 404, 
is 4 new situation; was it any different last year 
or vefore tne present legislation? 

MR. MARGO: we have no survey or idea in 
Figures oefore *thisaolaw wasein Larce. ol cvuldn'c 
tell you, dut my experience is that we manufacture 
and Jadeal witae theses jobbersp.anduiteis tnac tne 
Situation is Mucn worse tnan it was ocfore. 

THE CHAIRMAN: It i8 mucn harder to get money 
now? 

MR. GERIN-LAJOIS8;: You are a manuracturer 
yourse lf? 

Ma. MARGO: Yeo. 

MR. GERIN-LAJOIE: What would oe your figures 
rougnly speakin,,. Tor tne periou covered here? 

MR, MARGO: I really cannot tell you bde- 


cause [ nave no figures just now 
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MR. GERIN-LAJOIE: My Qucstion would ove 
thia; I wonder if you-could give us an idea of the 
difference in your trude -- since you agon't know 
avout tne whole trades -- in your own business. tne 
agifference between the present situation anu the 
Situation tnree years a&gu% 

MR. MARGO: ILI unuerstanad your quest.on, out 
I Gan't give you any detailed figures. Theat is 
impossiole for me Tor two reasons; the one reason 
is tnat tne velume o: business in our compauy, 
for instance nas increased suvstantially, and tne 
expansion of our business is all over the trade, 
BO J] can't compare those. Gn the otner hand, we 
are very careful with our credits ang we are in 
the fortunate position of extenuing much more credit 
than we did vefore, out tnis depends on the greater 
businsss we have now, so I cannot compare these, 
but when I go from case to case ana cunsiaer 
Single customers, we have seen so many cases where 
the jobbers are nov avle to pay anything and we 
walt for months ana months ana we camnov. get any 
money. 

MR. GERIN-LAJOIE: Sut you are nov in a 
position to give any riugen figures: 

MR. MARGO: No, I can't. 

MR. GERIN-LAJOLE: A1S- on page 5, tiie 
miaudle paragrapn, "One of the iiany reasons why 
jobosrs give price reductions is that beauty par- 
-off tne visiving competitors onc 


lours pla 
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against the otner."; was tne situation any uifferent 
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before tne presenvc legislation? 

MR. MARGO: Certainly. we had ons Line of 
TINnvSs where tie customer tried’ tc. tell the jyoober, 
ml Call Ber arom jouber Bs discount” ,"and“he could 
siirle and say, That’ t's not “crue I know ne cannot 
do it oecause he would lose the line immediately", 
and we nave Malinveined tne situation until 1952. 

It was “impossipre for vite “seauty parlours cs do it. 
They Nave trled, ouy very otter the manufacturer 
Broa Vem tne Jobber and Ley 7USt cluld not ds 
it. The-saneTines today are lost for the jobbers, 
because tney have tu follow all tnesge tnings. 

MR. GERIN-LAJOLE: You are quite definite 
in your vpinion there was no playing-off possible; 

MR. MARGO: NN». 

MR. GERIN-LAJOIZ: Anu none took place? 

MR. MARGO: On, not none -- I mean, tnere 
are always lines; I mean tne leading lines, tnere 
are always lines not protected by tne manufacturers 
Woich tae ceaut, parlours could taxe advantage 
or; “put *tne gencrar’ lines woicn are important for 
the joucers -- orand names -- wney are avsolutely 
protected 

MR, GERIN-LAJOLE: Page 6: I worider if you 
Would have any statistical aata estalvlishing the 
lasv part of your first paragraph; "It can ve 
proven thut the general price trend in tne in- 
dustry is continuously and steadily downward ..."9 

MR. MARGO: Yes, we cuuld, if you Saw cer- 
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solutions were invroduced in 1944 in Canada, durin, 


the war. and at that time one unit was sola Tu 
beauty parlours fur 32.00. That is a one-pound 
cin. -“Ppodey Dau ty parbours can get ‘one unit for 
bOg rand “Less / “and *there te "quite aefew other lincs 
too. Tris "ie vonly one example. but I can give you 
@ll the ranges of tue price -- price-cuttin, anu 
price-lowering -- partiy occause of legitimate 
competition; out during tne last two y-ars it is 
mucn Worse. 

MR. GERIN-LAJOIE: What aoout lowerin, of 
prives:;’ Go you think mucn of it could be attriou- 
ted to lower production costs? 


MR. MARGO: ‘That 25 Pient. and higner ef- 


PLOLenCy al Miaituleacuurane. There IS No dou aout 


bee “We can"do “that's “The beauty parlours “took 
edvantage of this opportumity, out vesides this, 
in ‘cach’ case where ‘tne price is Iowered tne manu- 
facturer had to give 40% discount, so tne joober 
was in the same position ana he coulda gell more 
shampoo, or whatever it was. They pay less t: 

a Vouper or nis Deetiimate discount, so ror him 
itv dian't mean any aifference. 

MR. GERIN-LAJOLE: Around Wha, period did 
your prices start lowering; was it immediately 
after the war. 

MR, MARGO: No, it was later on; around 
1950 -- 1949/1950. You can't give an accurate --- 

MR. GERIN-LAJOIE: No. rougnly? 


MR. MARGO: Some articles lowsréd soon 
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and some laver. 

MR, GERIN-LAJOLE; You are not in a posit.on 
to tell to waa. extent tne lowering, of cost can 
be" attTrTiouted to tne lowering, prcduction costs or 
to tne other facteurs’ you~ referred to? 

Mat MARGO? NoO>,* that-is: hard to say;-it ‘is 
practicaily impossibdle. 

MR. GERIN-LAJOIE: At tne top of page J, 
here again I wonder if there is a possioility of 
a misunderstanding: pon't you think tne whole 
matter of investigation work against all levels or 
inmuustry --- 

MR. CORLETT: As far as tne statement is 
concerned, I] would have to convede that What we 
were thinking of was reports tnat have oeen made 
py Commissioners, and I tnink the Registrar voefure 
tuat, in many instances seem to deal with types of 
articles that were sold over the counter to tne 
consumer, ][ was thinkin, of the case in Western 
Canaua on optical ~,oous. 

MR. GERIN-LAJOIE: When I read this it 
crossed my minu there was a judgment not very lone 
ago in the paper inaustr, in Toronvo, and that 
Weld pe tne manufacturers? 

MRCORLET?T: Thay te r2gat 

THE CHAIRMAN: A great many of tne cases 
involve tne tlanu.acturers rather than tne re- 
vaiilers do tney Note’ Phat is, as far as’ com= 
bines cases are concerned. AS far as price re- 
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retail level, but combines has been Pugnt across 
thee POAT. 

MR. GERIN-LAJOIH: OM Une Same peee gust 
pefore you go tne posivcion of the manufacturer 
you write "a clarification o: the present law!': 
ts Av. only | clarifications .or.purely iand simply 
a return to the foruer position? 

MR. CORLEDT: . Lt would eee ,clarification 
from tne point of view of tnose engaged in tnis 
inaustry,. 

THE CHAIRMAN: D- you mean clarification 
or reLoxris? 

MR. CORLETT: . Perhaps reform from the point 
of View .of .thls andvmtry would we more-apt. 

THE CHAIRMAN: You don't only want to Know 
what tne law is, you want itv changed: 

MR. GERIN-LAJOIE; Qn page 11, paragraph l. 
I wonder if these special deals were nov possiole 
before. the present legislation, ana not only pos- 
Sible out were founu in practice? 

MR. MARGO: Certainly thevyedare. done gulite 
successfully, ouv then the manufacturer on special 
occasions -- and tnis is done in tne Unirved States 
On. @ laree acale,.where, there, is, a prices cur) ti 
promote tnis line or introduce a new artv.icie -- 
gives you special discount which you can pass to 
your customer or maKe a comoination wnerevy the 
customer can save sometnin,. In most. of the 
cases,it started at tue manufacturers! level, 


nov. at. tne, joubersa'!~lieyel as tt0ces today. 
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MR. GERIN-LAJOIE: The followin, parayrapn, 
that is No. 164 of tue Lloyd Jacow Report, reads: 
"producers/are nov, in our opinion, 
entitled to use resale price wiainvenance 
to obstruct the development of particular 
Metisoas Of tradin,,.tv impede dis- 
tribution py another manufacturer of 
competivive goods or to deprive tne 
puolic of oenefics of improvements in 
Gistrioution. Public policy requires 
adequate distrioution of goods witn 
rovision for sucn price reductions as 
are’ gustified oy low-cost distribution 
or oy a regular policy of distributing 
surplus: profit: to. thevcustomer"» 


WR. CORLETT: Mr. Lajole. IT would now ooject 
to tnat, nor do T think arnyoody in tnis Associa- 
tion woulu, suc of course, aS we have Endeavoured 
to poiny out, tne consumer is not going to get ariy 
benefit out of this practice om price-cutting 
that has oeen going on in tnis industry voecause 
the hairdresser represents the purchaser to the 
govoer, and is protected under various Provincial 
Statutes. 

MR. GERIN-LAJOIE: But in tnis particular 
instance would we not be justified in consiaering 
the hairdresser as the c.nsumer -- in tnis par- 
ticular instance, insofar as he is not sellin, 


his product to anotier customer? 
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Vit, POOREST T: — Nave never thougne of a 
person engazed in a service industry -- and I pre- 
sume tnat i8 wnac you would classify a na&iraresser 
as =—— PP enave WMever Cons iluerea tnem TO De THE con- 
sumer, “Maydu eitner of my colleagues might have 
different views. 

MR. GERIN-LAJOIE: Well, actually tne q.cs- 
tion 1s this; should we not favour the lowering or 
cost to tne nailrdresser? 

MR. MARGO: ‘That is quite rignt. We have 
though. avout this too and we think we nave not tv 
consider tnis for tne simple reason that the hair- 
dressers have sét tneir prices, and when you see 
these prices nere they are set on normal conditions 
for tne charges of tne hairdresser. They take the 
price tney have to pay for tne mercnandise used 
invo consiaeration, oub tney have not taken invo 
consideration prices on tiie lower level, anu they 
Never "have. changed tneir prices toa tne public. If 
you coW@ld say47 "ALD elaents “the *hairaresser -no 
ronser-cnarges’ $5 00! for~an operation™“for service 
Ont AT. SOrpecause snevwoes notMpay eso much for 
the merchandise”; then -yow are justified in makin, 
sucn @ statement, out we prove nNere, according 
to the *‘eetsletion“in the province sof Guepec, 
prices nave maintained for tne services 0. veauty 
parlours, even after tne situation tnat prices 
nave changed. 

MR. GERIN-LAJOLS: Are you valkin,, in Cue- 


bec, avout tne minimum prices; 
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MR. MARGO: Yes. 

MR. GERIN-LAJOIE: But in practice do nair- 
dressers stick tye those minimum prices? 

MR..MARGO: .They have to. 

MR. GERIN-LAJOIE: Yes, out [ mean, they 
Sti G@kadim Chee SChss Tie, never cnar.e hi-her prices? 

MR, MARGO: They cnarge mucn nigher-prices, 
out tnere are always Nairdressers -- take in tiie 
United States, there are siia4ll places witn smail 
means. where they want fo sell. tneir services ty 
&@ large numoer of tne population anu make mass- 
production. Even tnose oeauty parlours nave noc 
changed their prices,because whether they are hisner 
or not, they, have .ower-priced. products.. 

MR. GHRIN-LAJOI#: Part of my Guestion was, 
isn't it goed trade organization, or generally 
speaking goO0u economy that tne hairdressers make 
more profit.if tney can by paying less to tneir 
supplicrs? 

MR. MARGO;: Sure, tnat 18 very goou for tnem, 
but novoay then has the auvantage. I don'v tnink 
the law means tnat someoody snould get rici While 
anovuner cannot make a livin. 

MR, GERIN-LAJOIE: Wo, vue [ ain putting 
the question for tne general economy of the cuuntry, 
ana I woula gu furtner ana say if the nairdresser 
gets a 10¢ reduction one day and 4 year later gets a 
e5¢ reduction, still you wight voc aule te pass on 
soms. of this. neduction tu the puolic? 


MR. MARGO: YesS, winei we would sce tnis it 
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would be peautiful, buco we just doen't -see it. T 
have «known tne operators of seauty parlours for 
17 years, and the one thing tney du nov understana 
Ls’ business’, and therefore they are very careful 
when tuey use the money taucy make for their own 
purposes, and twney nave tne opportunity tu make 
enough tioney With tne citarges they are ertiticd 
tO, ard you Nave’ vo’ consider that 6,000 of the 
{,000 snops we Auve are pirls wno know tneir 
business With tue nair out tncey have nov many 
business ideas, and you can't just put this over 
to tnem, Gnd if tney- have a cnance to take money 
mney take 10; but they don’t pass it on. 

MR. GERIN-LAJOLEZ: Don'v you tninx tnere 
is still competition amongst hairdressers? 

MR; MARGO:'° On; certainly, but not so much. 

Me “WHITELEY: Arter all, “you are dealin, 
witn-onily one item of cost. to tne hairdresser, 
and-J assume’ since’ 1952 there may oe otnser things, 
Such as rent, which may nave increaséa whereas 
tne minimum prices have remained staole, so I 
Gon't think you can araw amy déduction on tnat as 
to wnat tne position vi tne hairdresser is now 
as compared witu 1lg5e. 

MR. MARGO: I au Sure tne large veauty 
shops where tnere are few operators -- there are 
few in every town -- take such tunings into con- 
sideration, our when they cme to a peauty 
snop to say, "My amounce nas increased so much , 


they don't need any accouncvin,g to figure out how 
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much tney maxe. That is not tneir poine or view. 
phey say, "“Ivymake $150.00 4 week and that is oeauti- 
Ful’, "ana etnat 1S all, Sut they don’ t-Flzure-ouc 
now mucn they pay for supplies. or telephone 

OF employees. 

TH2 CHAIRMAN: But if their rent and wages 
BO up they don't make tne $150.00, ana tney have 
to raise tneir rates. 

MRyY MARGO; That 1s rignt. 

MR. GOSLETT: They do, yes. 

MR. GERIN-LAJOIE: Page 12, tne paragrapn 
that vezxins at tne oottom of page ll, cur on page 
l2 it mentions, "“sucn extraordinary circumstances": 
I wonder if such circumstances are not ordinarily 
in 4 cumpeticvive market? 

MR, CORLETT: Well, our tninking was tnac 
this inaustry is termea in one part of tne oricf as 
a peculiar’ sort o: ingustry, and’ tne) ao creep 
in.o tne economy of the country, I suppose Loss 
not like tne ordinary type of business where you 
are selling mercnandise eventually at retail to 
the consumers, out wnere you have tiis strange 
Situation -- anda only people in tne ousiness can 
descrive ic -- wnere you have firstly various job- 
oers resorting, to wiat you would call cut-throat 


competition, oecause from tne concensus of opinion 


hk: 
2) 
ct 
rey 


is industry -- ana I presume they must Know -- 
in tne end nobody seems to get very mucn ouv of 
it. secondly, [I say it is peculiar because of 


the fact that tne hairdresser perforinns a service 
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to the puvlic for a “fee, and receives certain price 
protection oy way of provincial legislation which 
does not apply as far as atiy other industry is 
concerned. 

THE CHAIRMAN: Apparently they doen't need 
ver, much now?s 

Mine “CORLETT: “Apparently not, “no. 

THE CHAIRMAN: There is novhing extraordinary 
avouv 4 purchasing agent--airid you can take the 
operator of a beauty parlour as a@ purchasing agent-- 
there is novning extraordinary avoutv a purchasing 
agent seeking to get a better price from one vendor 
tnan from anovuner. 

MRi°CORLETT® ¢That is normal procedure. 

THE CHAIRMAN: ' Yes, and in this instance 
LurSscemsrcre besracitivated py=thne Pacvuethat not 
having resale price maintenance tne jyoover cannot 
tell him he is not telling tne truth when he says 
he can get 4 petter price. 

MR, CORLETT: Yes, and there is no control 
of branded” articties’; 

THE CHAIRMAN: But that is tne normal prac- 
tice of a purchasing agent -- to get a detter 
Deace. 

MR. CORLETT: ° Oh; yes, in that sense I don't 
tnink anyovody in tnis industry could olame the 
operator of a hairdressing estavlisnment. Arter 
aL,” the profit motive lS setla) steniricant in 
Our econoniy. 


MR. WHITELEY: On page 10 of tne orief, 
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paragraph (0) the statement is made, ". . . serious 
price-cutting of them vy tne joover does lessen 

the prestige ofthe product. .«.,.'%.as,. there any 
evidence of tnaur; 

MR. CORLETT: I tnink the evidence woulda 
come from eiltner of my c-lleagues. JI understand 
that.practically all, if not 100%, of every item 
sold oy a manuracturer in tails industry sells 
unacr a orand-naime., The manu.acturer spends money 
and ne is selling nationally. He spends money 
through tne media of aavertisin., and also tnrough 
participation in national peauty snows wnicn ac- 
tually are sponsored by tnis Association. There 
is. One oie, one every year in-Toronto running for 
three or four days which 3,000 hairdressers attend 
ab. the Royal YorkuHstel. There is one every year 
in Montreal, and occasionally in Vancouver, winni- 
pes and Gueoec City, so the manulacturer is always 
adequately represenved av tnese snows anu is spenu- 
ing, a cunsideraole amounc of his money in order 
tO promote his oranded articles, mostly from the 
quality point of view, and nis view is, "I oullt 
up a demand." Customers gs into 4 snop and say 
they want sucn-anu-such a orana of shampoo usea 
on tnelrp heair,»and,ii jovoers, act, up,this way 
they will.say, prooaoly, "Tnis product is now 


? 


so gooa now", J aun speakin, of tne ladies wno 
go incvo tne snops te have their hair done. 


MR. WHITELEY;: HoW uo tney vsecome aware 


of thisysituatione 
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MR, CORLETT: I think Mr. Goslett could 
answer that. 

MR. GOSLETT; I think that poinv is rignt, 
that price-cuttin, dves have a tendency to lower 
the prestige of any item. 

MR. WHITELEY: Let us confine 1t to this 
inaustry. 

MR. GOSLETT: Well, yes, in tnis industry. 

THE CHAIRMAN: If it makes no difference 
to the ladies who go into tnese snops, how do tney 
know? 

MR, GOSLETT: Tney ask for products by a 
brand-name. Brand-names are advertised anda they 
are known to a woman as a certain wave. 

THE CHAIRMAN: But she dves not know wnat 
the operator is paying? 

MR. GOSLETT: No, she dces not, but the 
point there is tuat the manufacturer is not so 
particularly interested in wnat tne outer customer 
thinks, out if you go to a shop and offer tnem 

a aozen, 
a certain item to use at $20.00, and after a 
few weeks you go cack and offer tne same item at 
$16.00 a dozen, and tuen $14.00 a dozen, tney are 
golns to say, "It nas never ocen wortn that’. 

THE CHALRMAN; If tne ladies wno come in 
keep on asking for it, they will still stock it, 
Won't they? 

MR. GOSLETT: Yes, they can do tnat 

THE CHAIRMAN: well, won't they? 


MR. FAVREAU: Arter 4 nairaresser nas used 
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one particular kinu of cvld wave, then he or sne 
will know it is an efficient product, and whatever 
whe “price We “they whit continue tw upesit, I 
Suppose? 

MR, GOSLETT: Yes, tney will use it, ouv 
if you Keep on reducing tne price tney won't, ve- 
cause they will lose faitn in the product. 

MR. WHLTELEY: Are you conjecturins now, 
or have you any evidence tr. support tne statement? 

MR’. -GOSLETT: No, "I have no’ evidence to 
Support tiat that has happened. 

MR. WHITELEY: You are fearful of tine future? 

MR: GOSLETT: Yes, “definitely: selling 
the good product and sticking tu ict and sticking 
to one price gives you prestige as well as tne 
product. To me, as a buyer, if somenody comes in 
and offers me an item that I am goin, to resell 
and they offer it one day at one price and keep 
coming back and cutting tne price I think, "well, 
there cannot oe much to tsat product or he wuula 
not cut/the pricer™ Por instance, you go into a 
Store and you see sof ties at §2.00; you may 
see the same tie in a fire sale at e5¢, but 
you weula nov go in and buy it. 

MR. WHITELEY: What tne Commission is inver- 
ested in is, we would like to have the opinion, 
but if you make positive statewents we woula like 
to know if you have any evidence. 

MR. GOSLETT: If you want to go far enough 


back, I have, definitely. Before I got into this 
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particular industry I was selling electricai equip- 
ment, and amon, tnat was generators. I will give 
you one specific case. We were charging a range 

of prices from $125.00 down, ana I had an inquiry 
by tail ana I had written them and quoted tne price 
and so on. We were going to-put on a big spring 
drive,’ "and St cut thelr price by $10). 0O;n ard] 
immediately wrote to tnis Mr. Small, who lives 

down in Quebec City, and told him that tne price 

of tne machine he wanted was reduced vy $10.00, 

and he wrote back and told me, "If it was any 

&B00d, or as good as you have made me think iv is, 
they not ve reducing tne price; they woula ve 
putting iv up", and [ lost tne sale. 

MR. MARGO: I personally tnink it is very 
hard to snow tnis in figures or examples -- how a 
line is affected in reputation oy price-cuttin,. 
Reputacvion is only an ideal tning -- you feel it 
or you don't. However. how can you prove tnat? 

The trouole is we nave a very limited market; we 
have only so many customers ana tiney ouy what they 
need arid not more, and it is very hard to prove 
anyvhing like that. 

MR. WHITELEY: If one product went auown suo- 
stantially in prestige or reputation it would cease 
to sell? 

THE CHAIRMAN: If tie reauction in price 
is accompanied oy an’ increase in sales you cannot 
say it has suffered much loss ot prestige. If tne 


reverse is true, tnen you have sumethin. to go on. 






tug a ae 

ava thaw iz “eres site 
eats 3 ee 
vitupal a8 bed T one ams sale Dhaka. 4 


ae os 


~eoiag- es ‘beso.p | cme aid qed Poe bed I was Lieu yd 










“a ow a 


i 


a 
- 









attitges gid 6 as vuq os hoy ovew ow. ‘fo 68 bas 
I. was ,00,01% ve suirq aliens tuo gL vas eer : 


wovil oniw LL sig «aM aint ai @JOIW giahedbomnt 

























_spbsg sou yet ie plot bas «ystd ougeuy wh Hwok | ; 
- 990.0L5 Ea peouber Baw potas en patnosa eng ‘To 
yan efw Ii ye 9 olod bis Asse SYOTW oi DS 
,84 dL xaLas om esbsa oved voy es Loog 38 - rwOGS 
sa olucw ais peoiaq ony sntouber so don yous 
gise sad deol 1 wie ."qu it eo 
wuev ef sl andat yLfenceteq. 1 :OnMAM AM 
Pay Komi == eelquaxs 26 sotuath ak elds wode oF wtsn 
-gilsisiue-vcltg Yo nolissuqey al bevosTis 6i eatl 
gL Lest soy -- gatos Teebl as giac: ‘at siete suuqoR 
S7enI eVOIG wey NBS wed .AsVeWOH ‘genes pam 10 
aw jJemuem Bedbull ysov & svbu ow et alouoss edT . 
Yond Failw Yea Yous was samiiinies Suen sae eved 
svo1g oF baat Wisv at GL Wats SOM yom be been 
wjend oNil gatdyyas 
-018 avwol dasw Juuwotg emo id :YSda'i tw 2AM - 


ses99 biuow vt nostsIuges 20 egiteoug at eitatomats 


: 

elise os . 
soiig al aolisweet sad. aL tMAMALAHD aur : ar f 
Jomiso voy selee at eseorsad ‘we y bolnsquoovs: et 





end ane -saisestq nen flown dete Live sai at whe ; | 


1728 


I Suggest tnat as a converse to tne case you have 
given -- or, there woulu of a goou tiany more 
people who would cancel the order because the 
Drace.Nad Zone up. 

MR. MARGO: Yes. 

MR. FAVREAUs. . Are there. any particular 
instances of one prouuct having oeen usea niore 
than others as a loss-leauer in your kina oi trade? 

MR. GOSLETT: yes, tne tint product. 

MR. FAVREAU: Any particular orand? 

MR, GOSLETT: Yes, Rioux and ¢clarol. 

MR, FAVREAU: Has tnac affected their sales? 

MR. GOSLETT: Nc, I wouldn't say it nas 
affected their sales, out it has affected the pur- 
cnase of tnem because the price is cut like that, 
by giving free mercnandise, ana the nairdresser 
doeS nov Duy as often. She dses not uSe one niore 
bottle just oscause she gets it for 15¢ less. 

She only uses the same numocr of vovtles as she 
has customers using that product, so you don't 
@ain anytning in volume that way. what you do 

is reduce her buying power oy giving ner two free 
with a dozen. 

THE CHAIRMAN: Unless some other customer 
asks for it? 


MR. GOSLETT: Y 
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1t just vecause sne gets two free. 
TH? CHAIRMAN: Well, she may persuade them. 
MR. GOSLETT: Usually tney have tneir 


Custounmcrs lined up ror tiiose things. 
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THE CHAIRMAN: H&ve you anyctning further 
to adda? 

MR, CORLETT: I have nothing further, Mr. 
Chairman. 

THE CHAIRMAN: Phank you very mucn, gentle- 


men. That will concluue tne hearing. 


~--4 short recess. 
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THE CANADIAN ASSOCIAVION oF 
CONS UMBRS . 


Mrs.H. E. Vautelet, C B.E.: 
National Presiden 
Canadian Association or 
Consumers. 


Mrs. Vs We Ga Wl Leon, 
Provincial president. 
Catiagian Assvciavion OF. 
Consumers. 
(English Branch). 


qguedoc 


NOS Gra voaw, 

Provincial President, 
Canadian Association or 
Consumers. Ontario. 


Mr. Chairman and mewocrs 


fo say in tne de- 


a? 


that altnougn 
wnat tne 


.s 


consumers is, iv mignt ve 


vo agefine orlisirly wnat we are 


Consuncrs is 


the only national consumer voive in Canada It 


Speaks at this 


Branches (tw. of 


+ rs rade ere 
moment [or 


tnem in Guebdec, 


its ten Provincial 


none so far in 


Newroundlana) ana co: tne numerous loval ovanches 


&roupeu under these 


Provincial ones. 


Since CunSumers are nov a distinest group 


Nuwever -- ouv only 30 in one on 


their functions 


-- and since everyone in Canada is at one 


moment or ovner 


Well as he 


a consuner -- ne 


or sae wno vuys -- 


Wwuo sells as 


our Association 


considers it cainov. speak only ror iiawedlate 
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consumer interests. out Must try Instead to Spcana 


for the greater god of the greater nNumocr and for 


o4sie ethnics vetween chose who sell ana those wno 


we WeUld like tnerefore to present cnis 
Submission OL Our Vaews no. as a partisan volce 
for one narrow range of economic incerests, our 
as a sincere attenp. to speak for the general 
inverests of Canada, Since consumers in the mass 
Creole 
"Mr. Chairman ana Members of tie Commission; 
"Tn presentin, tote su.omission the 
Canadian Associavion oi: Jonsumers wishes 
first to stave tnat it dves not fee. compe- 
ten. t. aSsess or fina enswers t. the tecn- 
nical aspects of many o. tne questions pre- 
sented in tne letter of tne Chairman of tie 
Restrictive Trade Practices Commission. 
THESS Convert, We Nelieve, the Fetall trade 
more than tney do consumers Our ASSOCia- 
tion will therefore restri.t itself more 
particularly to tnose questions affecting 
consumer reaction to price-cuttin, prac- 
tices; to voasic principles tnat may seem 
to us tc oe involved in consiuerations of 
the presen. suoject aud t. opinions on 
tne eifect on consumcrs of any major 


recommendations of tnis Commission. 


witite aablterist shes o* she wows nit ae 207 
Letwiles its aot mage og JGpea os eevee ‘ ‘ae 
sbesin of iit seman, osotue _susatep YO evestsval 


«Bost. o12 





| :1GLe. LwmoG ous WO SiowueM oe Qemtend-.IM" .- — 
; oie HeLisina.g “Lis Ge Phede i age” 
estetw exembetht “Ye aguvEroucaa Hebeaky _ 


~SGWOo . eet Jon ve.n of Fs2ne eye ps] sunt? rat - 


c 
; 
; 
-tigsy JAY 9 edewwus ACY co ‘eeeeed 27 wer 
ne c 4 on 2 v { ; 
ie “weg chOTPESUp oti 6 Yue Lo Sybegqes Tooling | 
vid ‘FO Aamwtleng ote Wo SOeTST Shy wi bavioe | 
.inoLaddamug udzwe ete hea wWAgLsqtEh 


7 
ehete Lietes wud $Voll~o aw life sie 5 veaut | 









eee ar ee ee ee a 
wrodr Teast I evi ge | é wjertens Ifiw Hoss : 
guivsetts undaves.p Seohs os yfasluvisteg: 7 
~odtg galdsnussolig Gs Boisoset Yeawenle 
wose yam Tey eotg@tiniag ules oy” (Beste - 
YW end erlvdeies al wsvtd Maud Lx ay beh 8" * : 
wo sadinzgd <9 bed Polgeua ineeerqg bad > ~ 
aaa a He Rod wht PO 





poe 


AS a bie Webwin 0 aoa ve vada. We vanh 


yo 


offer at this Moment no ecnerul survey or 
Sus memoers opinions on 'Loss leaders Jue 
Gy bu BELEPaL contusion toa. still seems 

CO SXist 428 69 wHaet lo Wweant vy tne term. 
Pew sroups even witain tne traéues cornvernsd 
seem tO Nave CoM LO dis G2EPeCeuSivl aS yt 
pStween tnenselves 45 tu wnat a ‘loss leader 
actually is, if we may juueec OY tne aliswers 
to the questions circulated in Novemoer 1953 


by tne Director of Investigations ana Re- 


searcn of tne Gomoincs Investigation Act. 
A general Survey OF co uheulicr reactions to 
tne prooleém must necessarily wali therefore 
until a@ clearer dciinition of what tac “tern 
floss leader” implics may ce reached 

"Toe Canadian Association. o. Cunsumers 
Nas nowever. twice previously svated its 
position. in 1951 4enqg i955. wi.chia sach 
Lliaits as in.ormacion avalla le and its 
verMms OL VSrerence a8 a2 CoOnSsSUlcr aspocla- 
tion allow it t- speak. Wwe wisn to re- 
Lterate theses Previous sStTavenients and vo 
attvacn to ticm Sucn aaglt.onal c emmcnts 
as tne Interpretacions of ‘loss leaders', 
presenved in tns material this Commicsion 
has ¢ llected, seems tu. make deairasle. 

In its orief te tne Join. Con- 
mittee of tne Senate ana toe House of 


Commons on Comslfics Legislation in N Veioer, 
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1951, our asSociavion svtatea: 


we Nave GlS. noved the continues 
PELerechice Uerane your Nnearined uw. one 


danger of ‘loss leader' practices 
end Une GCUNEUSLOn adwoury What tise 
phrase ‘loss leauver' means. All too 
often, lv seems t. us, your witnesses 
Nave usca lc a3 meaning wohae we reg oop f 
"healthy price c umpecition’. 
MWIQcpatenuencs thar. have oven wade 
aoout ‘loss leaders' seem t. uS tu de 
Gevlicserate ¢xXdgzerativons of tne pro- 
olem. Buc we recognize that tnere 
may ce legitimate fear on tne parr 


Ome Small revailers lést linger 


c 
tf 


Organizat.otia With greater resources 
Geliverately try t. put them our of 
OuBslnessS bY &2 Preuvatory price-war. 
If tnis Gabizcl cAiseus;s we wuulu draw 
your attention and tnhesrs to section 
490A of une Criminagi Coage. Jt makes 
iv an ofrense: 
Mimo eNeace in & policy or sellin, 
go00us at prices unreasonacly low Ter 
the purpose of destroylits, CcUumpe- 
tTiLion or elimina Clin A Cope CL = 
COE ks 
vw@ realize thle Sect.on nas vecn changed aid amend- 
BU Sitice Lien, oUt as tf ath QUOT Prom a pre= 


Vious vourief I have che quote ad iv is. 
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Wize Weulu have no oojection to any 
strengtnenin, of tne law whicn may 
oe considered nevessary t. preven. 
tHhis OP daily OUnNGr Means or déstr yin 
competicion. But in order vo preveni 
preaatory aticmpts vy wigser orpani- 
Zat.orns cuw Puln @ amailer one, we 
Cannot conceive it necessary to des- 
troy price-competition at tne retail 
Level se 
Later in the same vrlicl we state 
that predatory prices cuttin, is tne only 
meaning we van give to the term ‘loss leuder'. 
"Tn Jenuar, 1955: in answer to a 
letter from tne Director of Investigation. 
and Researen, Comvoines [Investigacion Act 
we Yre-stated our position in more daevail as 
follows: 
"tthe particular furm of ‘loss leader’ 
practice tna. seems C- us TO bc ime 
moral and against tne puvlic inverest 
48 that wnerevy a finuncially stron- 
Ber cumpetivor sells av a loss as 
4 means or puvting a Weakur Ccompeti- 
tor oOUy 6: DUSLNcsSS. 
'AL] means of Gilminetin. c.im- 
petition, exce,yt tnose co. offerin,, 
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.ainst the vest inverests of 


tne consumer, aid nence oOo. tne Puslic. 
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fny “loss iluader practices which 
ereave suall monopolies in ths Local 
ades @onverned. atu whicn reduce 
Ppuelic freedom o. ecucice, Liss sx- 
the Pudvlic To monopoly prices 
snoulu oe curtailed. 

Miwe (ee. thal Shy price curtinge 
Carried on Lone, Gucueh, and at.a low 
enou,n level to Make competition im- 
pUseiuls Lor shops, tc. with, lesser 
Linanial assets. represents tne type 
Gf ‘Loss Leader! practicos Canada 
SHouly Oar. This sioulag nov, incluuae 
Lowsrin. Of regulor prives, on special 
articles ootalncu at wholesale rates 
Uy Meatio or leraer Oe PS Of ere Ge. 
yVYoluine of Seles; nor sroula 1b Include 
tne normal savings t- ce par.neu Pron 
reater sales 


Luwer overnesu or 


2 
Volume, 43 1n chain o- depurtiuient 
Bvores. Tamily scusinesses of oOtines- 
Wise Low-expense enrerprisss., Tnhcss 
Peprssenr Legitimate UE PCUGhnuUss ie 
Methods thacv operate to the 2.000 oO. 
CH. cunsumer and ars 4a enallene 

Go tise wuslncss concerned. 
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ve SuSpect. nowever, and could ve 

considered an attempt to create a 

monopoly in the district in wiich it 

COGCUrS © Phe monepoly ds a fom oo: re- 

straine of trade and snould we deemed 

Unban prachuices \. 

"ThnLis remains Our position today in 
Peherence LO the One use oF ‘loss leaders! 
We See 42S prejudicial. tu the puovlic inverest 
When the policy -o: séiliny, at cost or below 
cost is used as @ weapon to freeze our 
cOmpetivion, -tné-Caneadian Assocpauion of 
Consumers. “joins With retailers ana produc- 
ers inveondemhing-the practices. Aswe nave 
suggested, however, such a practice is al- 
ready défined as an offense oy the criminal 
Gode, anad<this section coulu oe strengchened 
if Lt G@Goees VIGtLiSunblese: Concoverotne avuse 
outlined. 

Uthoss leader! casva term to oc applied 
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merely to tne willingness of a retailer to 
take a swaller prolit in exchange for a 
larger turnover, represents to us a legi- 
timate business practice. orferin, legiti- 
mate advantages to consumers of which they 
snould noc ve ueprived. 

TATtHisw el ARettion we Leelwtaat 
eertain interpretations offered for the 
term ‘loss leader' snoulu cause concern to 


tnose inverested in retaining ai free 


en ae 


sda sieved Pi 





ee pies, poe irene | ary’. 
heiemiog, dani ne yee oad ois G8 Generis | is 
. -sgtiuut veisauey at ot ful Stouy ery ee ond ow 
WOLSe6 uo 3ees ae Gretise se qoute ‘wna aodiy 
we aRaeTy Ud Wegesh & ae beew at avo : 
fo Mei ebdogeW wetbkaed as nditlesseqmos 7 : 
“abn” uve snulies oe Ano twe wAtoe eomscna | | 


evi 26-24 satoutg Ban’ gntsmebade ad ee 
of ak codeoeag 2 HONE tevalaid sb ailaaile 7 
Lakes ois yw eclietXe ‘ab ba oeative ether: ; _ 
pclivetiidiioadie ve elwoy nod oes gids Baa .v809 
witek wo sevoe od SoVive Jon ium Se Bt | . 7 | 
| ier Svat tique nt : 
. . ; 

Betidda seed ide Ss BS “weligeal Becog™ . | 
i os ula aon Oke sesigadi few easy V3 yletom | 
‘ene sgnanexy a2 reieng Yoliaue & oles” | 

-tyek edb bo wiisessyime KeverPie stayed 

-tityst idiciwhio oviiuelg eevatlend evenly .— - 


ra 8 a son Lived 


sited ‘ws ee Aveo eel gu > ents az | 

mite 2 Mantle enol vveranavas aLairree ver 
ie pees marae mas a _ 
ich rein saerscne 7 _ 


ee 



























competitive economy An example we wisn ter 
Guote 1s the in.erpretation os a ‘loss leader 
presented oy &@ retail voice in tute answers 
CO tHe Questions posed last year oy tne 
DLFeCvOr, O01 [NVEsStigavrio0on and Research of 
the Compines [nvestigation Act. We quote 
here only tne final summary to save time. 
It saj;s;: 
"ttn a orcaad sense a loss leader mignt 
be defined as the offering fr sale 
bY a Merchant Of goous a prices 
Whicn dus nou encompass c sts, plus 
So Bross Mape ln Ssuitierent to cover 
erticient distriouvion, in order tha. 


G USO a SvOrFS Cus vomers 
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he may attra 
who ‘otherwise weuld not come. The 
offering mint nov ve velow costes, 
bur tne ~Pross margin would oe less 
than cost, plus @ gross margin sur- 
F2CLont OO POver costs of efiicient 
ULectr Lou ton for paat class. of, 
goods '. 
"Tt seems CoO our ASSOCIATION thar 
Sucn &@ dérinicvion - ii accepted and made 
the suoject of legislation - would escabdlisn 
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System as arvitrary 
aS resale price maintenance 4v 108 Worst. 
Our ASSOClation is also pusZzled wy tile im- 
plication tnav seeking, to attract customers 
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lepigimate oojective.  Wvuuld not sucm.an 
interpretation o1 the, very purpose of mere 
Canoes 2 tpn bes Tilew OME, BAVSr tI sines ox 
generalLijyvmost: of tie presen. Me chods) toed 
Pee Urara DUE Ghasere? oma dieele that s.cn 
urPoad meaning given to tne term ‘loss 
jeader ene ulone ee Vitewe dy Wit hereon ern, 
“Sines Werle ver oust bad) oucasiLon, Ge 
Mcition Resale Price Maintenance may we 
Seate OU Fegvet ax tile USS Now Oecine, Made 
Ob he: Presem. amveress, dn today's ‘loss 
leader’. issue 4S a cloak for renewed erforts 
to rec.ver outlawed, price-fixing privi- 
eres. cuca use coulda mislead wane, public 
OY. CONTUSEN., GWO Very Destined. questions 
SHONGOUIS Meus tly prejudice ahs Seals: Ox 
Chose Wo may genuinely require additional 


protection in law @gaitist predatory price- 


Cuvbiie, BineSs Cie, cle mmade thay & cure 
foi One wi, Lies arise tne ahdewVEn, mreater 
VW lijweawoim Si Macure 40 enake contidence 
Braye Vem Une West. Ol) Calses 

WO. wor Gne. Questions asked oy Cals 
COONS. 1, ON. gt HiwS) DNV Lb ci on wo Present 
opinions and racts oerore whe present Hear- 
NZ S.nGSSl Ut wsrectly Wieh Guensumer sre - 
act.Onsiow Wintos Limsn, casa the Commission 
Looked for insormavion as to the possiole 
repuvacion. and acceptance of @,'loss-leader' 


APES amon. the evnsumin. puvlac, In tne 
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Other, Lu Suugnt opinions as tu tne penerar 
eitiect offi losses leadem » precric can upont.c.ms= 
sumers TMeSe Bie sVeoOnss have senwe Deen 
OFOKMENnsOOWn, Der, BS) Lnto Beni more specific 
ones, wnicn we now try to answer 

"g@uestion 1. 

‘Are Cunsumers misled wnen prices 
Ompartaculur deseme.arer ceducea in one: sore 
oglow) The; prives: of uotner stores inuvoO.oe- 
DuSVing, Bhamaiiarvicles:in wrepcirst 
simone. are simidarliy reduced? 

"Answer: 

WED MOc Ow) DERE VEe: Soi wes NareLiscen 
whe SugszeStion ln some oi the answers t 
Chas Commi splonis, inguiry, of, last yearurnat 
consumers are deceived oy sharp price-cuts 
MNiGherwlem onto oélievin, all ovher 2.oods 
in the stores are equally reduced in price. 
Wei ere opliged comomesitvon one doxde, of 
Such tainkines,< le ts Aardlyucumpliamenpary 
toutime aneelligence of tae, average customer. 
Whew a. retailer gets.a bangaim on one dtu 
off aouianuracterers stock does: he weddave 
ail tnpies tuck) te,als6 going, ot: reduced 
prices? It. the average consumer were 
not keenly aware of actual values and 
prlces Now, wed 2 Poss) leader”) 2acem 
lure tnem, and wnere weulda bs tne inven- 
tive in price-competition vetWeen ier- 
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PE teiel 

VLt. 18 seme Limes, stated, that. atores 
offerin., ver, low prices on particular items 
markeup Ocnher articles in tne stores veyond 


the going Level. in other stores .to, compen- 


Bate, for reduced margans on tne first group 


Leif 


of Liens Against this it 1s staved tna 
the very low margins are. compensated fur, 
not, by increasing margins on otner products 
out oy. attracting a greater volume Of oUsi- 
hess. In stores offering parcicular) items 
at ver, low prices, have consumers found 
Loeak tue Drices of .olLher progucts 20 tye 
Store are penerally competivcive. with,other 
stores or do. they tend. to ove higher, than 

Ube DIrLced, OL sSuch progucts in,Othecr sg lores? 
"Answer: 

“we cOuld mov. @tiswer this categori- 
cally withouw, &4 far wider survey ,than ecir- 
CumStances nave mede possivle at the momenc. 
MAaSTte SEEMS FeaSOl .UO. GOUDE, sjUGER INE .oy 
G OF iet, Survey wor subs Obi bons, Of sa. how 
of our nearer vranchnes. that any mark-ups 
in peLces, on Outlier OriuUuclsS Og Cur Ln any 
Significant way as an accompaniment vo 
Deol Pe«Cuctin.. lus Dartic7 lar article. 
Since a slashed price on some special pro- 
dueey is wipua bly an advertising SLunh To 
Garaw, CuBtaiMePS Us GOs SsUare bie Process 


Woula detecat itself ir ic were too 
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frequently accumpanicd oy raises in prices 
SELUNESoRCSL Oc THEeBbocK; Consumers are 
sharply eons¢cious of prices and such proce- 
dures would aimost certainly have veen 


drawn COyoureaitention ii iviwere at..all 


Mo price reaguctions or 'loss-leader' 
Sellin,, damage tne prestige or an article? 
‘Answer 

Wie doubthar ghis 1i8,so, ab, least 
to any significant extent. when a oranded 
product, gets consumer preference, it is 
Logical. t- believe, tnatetnis,cnoise is not 
predicated on price alone. - since non- 
oranded arvicles are usually cheaper - 
yut rather on its Known quality or alterna- 
tively its .more,eifiicient, promotion. [It is 
Hardly any humananature, we oslicvVe, for 
Cons umerea to rejgeclh.anwarticlé on whieh 
these, tw. factors,are maintained. merely 
becausesls.is selling, at.a lower price. 
Moreover, memory of previous prices is 
usually short-lived except where tne dif- 
ference is dramatic - a8 with food now 
Ano GnLetiy years, ago. 

Question 4; 

"Has tnere dcen any noticedvle de- 

terioration over the pust ycar or so in 


tne Qualivy of tu0se ~oods which nave 
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particularly supycct, to active price com- 
petition, ee ¢. electrical appliances. cigar- 
CwUGess lmead? 
"Answer: 

Nwe nave had no experience that woula 
idea te inet: Sucn a Geterioration, has 
taken place. The most frequent complaint 
Prom wur menvers,.across Canada is, that 
active price competition in tne one-time 
price-maintained fields, is still merely 
a whisper on tne horizon. Since the pre- 
sent law against price-maintenance. wnicn 
theoretically, returned: articles) such. as 
mentioned to active price competition: does 
hou pronieit manufacturers ‘Suggesting! 
thei, preierred resale. prices. jto.e netail~ 
er; and Sunve many rete xlers. who! veriefired 
from resale price maintenance may ve 
Supposed to be numaily not averse to accept- 
ing such SuggeStions, a wide area or our 
members cunsider that tnough the principle 
of price mainvenance is outlawed, the prac- 
mice is. voluntarily still widely existent. 
Complaints also reach us as tv what 
amounts to carelessness at vest and flouc- 
ine Of tne law at worst by manufactrers 
wno cite retail prices in tnelr adver- 
tising, even on television. 

"Since we realize that changes in 


mércuandisim, practices cannot oe made 
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overnizht, without damage tye ous Selling 
Structure, and sin¢ve we alseurealize = and 
have Sv informed our members - that tne 
resale price maintenance. oan does not. out- 
law sugpestin., price out merely punitive 
action against those who wre, noe willing, 
to accept such suegestions we have urged 
patience on our memoers wnile this new 
tTreeing..of prices werked itself ouc invo 
real iat .on yoyerevai lers) thas theyealso 
were .frec. 

"Since however active price compe- 
tition amon, sucn articles st.ll, seems 
sporadic, as far as consumers reporving to 
us are concerned, toere would seem to oe 
little reason for deterioration ain tne 
HU81 ii. Gl. the articles, concerned In any 
case detersoration must take place at the 
ManuIachuring weevel . The percentage of 
DrOLnLG a reraiier 26. Walling. to, take ef ter 
che manufacturer has oven paid and his pro- 
duct. is- no loner his, should logically not 
affect the qualit, the manu.acturer ouilds 
into his wares as a means of meeting com- 
petition from other manufacturers way 
should he lower, tnis quality, his chief 
selling point, oecause his recail outlets 
are wWillin,, to trade lesser mark-ups for 


larger turnovers? 
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Mito wat 

‘Are consumers confused vy and do 
they opyect to a variation in prices amon, 
different stores?" 

By the way. IT pbrouvgnc iv wp in the series. of annual 
meetings that’ cover about’ 20 to 30 branches. 

"Answer; 

tye have often heard the Suggestion 
that consumers generally prefer uniform 
prices for well-known oranded articles. 
This Question has come up vecas.onally at 
some Of our cunsumer oranch meetings. - on 
these limived occasions only a very few mem- 
pers felt’ tnat tne advantage of a price they 
were “Used to outweighed the oenefrits to 
their’ pudgets of free, cConpeti vive’ pricing. 
Lt Seems” to us" losicat” thay tne * mere* habit 
of ouying at a pre-known price should take 
a poor second place t.- the human taste. for 
a pDargainmand the natural desire to get tne 
most tor one's money; whicn are the very 
tastes that make ‘loss leaders’ a source 
Of Sorry to tne retail trade’. 
"Question 6; 

"Th order “ot prererernce.” what are 
the efficiencies tna. appeal most to tne 
average consumer, ¢ gg. price erriciency, 
Service efficiency ana so on? 
"Answer; 


"We are aWare Chat Manuracumgrers 


vtsanao oa wee note masiel: = 
eestor gybaeut aviadeLfow're't asec, 

$e eilsnovagony qu en > ean iO.gesup Shee 
HO .&yrligom fonts wands awd ‘to olive 
atom Wel Cisy 2 Yine. \andxessse bavtukl Segds 
yond soltg 8 Io systaevbs aad “apna gist ay 
va statutes ens Bedyiowue Fists e26i 


giisiug vveloegnes (964) ‘to -eveuibua dteds 


diosd vse und doar feolygol du oF umese VI 
wise ofvoile sot anomkyig 8 we Gta “to’ 
tol SIeat Home sad .) GOesTq Lesooe 100q ‘8 
s0d vey Co sxteeb iemyen bev line Heagedl 6 
UISV Od SYS woknh 2yetoW’ atone 207, sulin 
s1Nee © 'aisbeel aecl’ vs Jory esIeDd 
 .sbETs [faved vod of yrtoe Yo 
(1 7 : te 

wre siete sunt Be depres nye! © 





bias 


ef certain consumer,~00ds clasmed tnat ser- 
Vice etficiency was an adequate sudstitute 
for price efficiency. Most consumer durable 
HoodS..or »Gne.t, peo requiring servicing have 
now preached. a high order of perirormance 
and deuneat require servicing, for a Long 
Period ater | le, ace -oouget.» The censumer 
usually gains oy veneriting from price er- 
Liciency caused, oy price competition and 
by paying his own service charges as reée- 
quired Since service efficiencies must 
av yest be @ Speculative value and at 
worst i8 an intanyiole dependent on indivi- 
dual eunsSumer requirements and individual 
mavuLacturer ouwhetaller efficiency \ and 
as pri¢cs advantages» are nelther intangiole 
nor speculative tv tne consumer at leaso we 
have no hesitavion in saying here tnat price 
eifiiciency leads service effictency wy a 
Wis) Ma Pear. 
OWES © BOR 1 (as 

MMfter certain products have deen 
Syld at.very low prices or as ‘loss leaders! 
for & tittess:i4, consumers: have wWitricurcy 
in iA ROINe? Vinrememuocked Gtinwhat: were *pre- 
Viously normal outlets? 
"Answer: 

wera BlvVe Ne Ceplain anewerl 
to CNis Guestion. The situation has 
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zation were in a@ position to novice it ana 
report 10 to our attention. 

"conditions in Canada vary widely 
however and we are not preparca t- say it 
mMignt not occur, We feel however tnat such 
occurrence would be largely local and. spaa- 
mogdie:- PUMmLeht arise where a dealer makes 
@ quick killing ody ovtainin, some well-known 
article in large quantities at greatly re- 
duced’ prices and unloads in one large 
sensational sale, tnus reducing tne sale 
Value OF Une Sante ‘articie oan mormalioutlete. 
Since it Ls the manuraeturer or yjooder woo 
is responsiole for ailowing the favored 
price to one outlet tnat make such a prac- 
tice possinle, he must oear tne onus of the 
vemporary damage that ma; be done to his 
own product, and Por reducing other .retail- 
ers’ intepest dnt. We sec NO reasew ain 
such a case for protecting Ssucn a wmanufac- 
turer against his own or his joovoers! 
shortsightedness. 

"Question 3d; 

"Does tne average consumer wish to 
find price competition amon. retail out- 
lets or is’ he satisfied with a standard 
price and competition in respects other 
than-price? 

SAnNSwers 


"In answerin, the question on 
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cunsumer preference where price or service 
efficiencies are concerned, we have partly 


t least answered this later question. If 


ah) 


more is needed we woulda draw your attention 
ty the only form oi cumpetition that seems 
to occaston=alarm tnothnesseiltin.»fleld. “swe 
HeArenoes+VOelcCesVFarsea to esk-for-pretettion 
against service competition or other forms 
of competition such as quality. Government 
2S Not urged tu puvea Ploor- vo other’ types 
ofmsaleés-challenge. [It is price competition 
alone against wnicn various yroups who 
Must meet it ery our and from which they seek 
procection.- [i tné consumer could o< trust- 
ed to remain satisfied with svandard prices 
ANG -MErely -Othervand besser forms -ol coni- 
petition this’ pre-occupation of Trade with 
‘price-competition would Hardly o¢ justified. 
"the Canadian Association of Con- 
Summers 158 on record Giaits belief ‘tna price 
competition is with quality competition 
second - the form oi competition 
most vital to tne manntenance of a free 
economy and to tie protection ox consumers 
against exploitation. Competition oreeds 
inventiveness and ingenuity and price 
rigidity kills it. Not even qualit, com- 
petition, and certainly not tne limiced 
factors of service competition. could have 


produced tne standard of living now enyoyed 
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in-canada@ and which was puilt out of the 
painful wMecéessilty to producée~petter goods 
for less money. tuan one's competitor or 
perish economically. 

"Question 9: 

"Have your memoers experienced any 
Giificult, in obvaining tne degree of ser- 
Vice that was) promised or- implied, when the, 
purciesed Shecalledetechnical g,<oods» such. as 
electricals appliances at reduced. prices? 
"Answer; 

"we have nad some complaints report- 
€di5G0 U8 On ne: Gallure wr ‘implied, services! 
in the field of television. j,ervice efric- 
iencies rest to a degree on the dependa- 
pility of one's availavle employees, however 
and this dependacility is usually less, satis- 
Lactory Winia a Jileemployment rocriod., .pe 
this extent we would think an occasional 
lowering Of past standards in service ef- 
ficiency may d= sncountered irrespective of 
price-ctutting. We cannoe see how Such ser- 
vice efficiencies could, have, deteriorated 
in.tne very orief period or present occas- 
Lonaloreductions. an prieess! tarough this 
one. canbe alone ..oLt woubd.imply at rather 
complicated co-ordination ofr lowering or 
prices and immediete reduction of either 
the numoer or the quality oo service per- 


sonnel tnact would be rather hard to achieve. 
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"question 10; 

"what are tne most importanu factors 
in the invroduction of a new article e.g. 
price, advertising. word of mouth recom- 
mendation and so on?!" 

May 1 say Nerc we arrive at. tnese. conglusions 
through questions thrown out to various meetings 
across Canada from Victoria ty Prince BRdward Island. 
iL have toils, year toured, every, one» ol, our-provinczal 
branches, and I have sent ouc a series of questions 
wien I met them to try and get an idea.! Lb, is;an 
6asier way tnan by. a Questionnaire, which,is 
usually only oy a selected numoer of the consumers. 
"Answer; 

"Answers to tnis question must vary 
as widely as tne incomes in Canada The 
reduction of a thousand dollars on a cadil- 
lac's price has no importance tv tne average 
budget, Wuile a saving of 10¢ a pound on 
meat has. 

"Where .pasic, and regular though 
not basic, commodities are converned, price 
is usuaily the major factor, and word-of- 
mouth recommendation o1téein clincnes the 
sale. Price for most consumers still ap- 
pears to pe the dominant consideration, 
Since if Seems ta Locus, .2n our experience, 
toe greatest amounyu of cUunSumer resentment 


aud conSumer interest. However. where a 
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la tous aCeepvance 
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@ Would likes to draw, tv tne atten- 
the Commission. These are: 
feeaTe Puzeled at the limitation, or 


4lLl ,devates.on the definlvcion. ana pos- 


Bilole e€vils.or ‘tloss leaders' to the 
retasl ficid alone po nov. Some of 


Lhe derinivions of .tais practice 
Whicn have ocen VO UmiInU eGo SOUT cit Geri — 
tion apply equally well tu Some manu- 
Tacturers! mencnaenidisihs neeacts .. TT 
Cutting Draces ocloW one's comperi-= 
Sides of “eri sclent JGLstribution 
COSte lols sti lege Co Bo Wrilhe 4Or 00 
oc unfair competition. what avour 
Such practices as 1l¢ saivs, where 

the meduction in wWiarein of profits 

is often oorne Oy toe manuracturer 

Or UNOSE NEw LUenms which are INntro- 
aguced througa & manufacturer's au- 
tTNOrLZavion to Sell at lower or non- 
prolst prices Tor Gnhe .pertod og: an- 
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If ‘loss-leader' lezislation 1s 
eontemplated the Canadian Associa- 
CLOW Of COnSsUMerS Buggests that sucia 
lepistavion sioula Poe,itcally apply to 
the Oilense Lwsclfr, as finally de- 
fined, noc to merely an area of mer- 
chanaglsing 2n which it 18 Cummitted. 
in other W rds, snould not icdkislacriron 
apainst a practice deemed uniair 
apply all across the ooard in the 
iseliitie? pacture. “Or NOY ov aile Tn 
Such cas¢s snould we noc move witna 
infinite care 8. aS not to regiment 
completely our sellin, and ouying sys- 
tem. Pesove mucn freedum of promotion 
from our trade and industry ana ex- 
ploit consumers tnrough 4 wide reduc- 
CLOM 2 prace-Ccompetition? Ir we do 
Mot @ppLly such Legislation to all 
catvex,ories, nowever now snall we 
JUStLiTy in principle removal of tne 
PIignG Go deverminge one "Ss Own proriy 
Neeags Irom retailers alone ana not 
rrom other groups? 

Thee SeCcunG Quest ron aitees “Lon Scie 
of the Cases cited widely as cxraumples 
OF predator; ‘lose deaders". Today's 
provlem o1 tne small tovacconiste, 

an compstition with larger aud stron:.- 
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one illustration. our Association 

is genuinely concerned over thc 
Dilentsotwsmali-retapicrs .raced.watba 
the massive and growing tnreat or 
large, often multiple-store competi- 
tors; out snould not tne remedy sought 


’ 


Look LO the causes of tae provlem,; 





not merely to legislative ways and 
means orf sSnelterang from itv? 

itn just.toe material alone collec- 
CEQ bY tie. RESLPLOCtIVe Trade Practices 
Commission, tnere. 1s consideravle 
evidenve theat,tne lareer outlets waich 
unecrsell the smail vohnaceonist are 
not in the majority of cases selling 
below or atUV cust out merely oenefit- 
ing from tueir avility to vake small- 
er profit-margins cecause of greater 
Volume of sales, and from favored 
PELCeCS, Sranved OV catia © Cute rs: 
There is also evidence to show tnav 
attempts on tne part of small, har- 
ricd retailers to obtain the same 
favoravle prices have ocen rejected 
OY Manu acturers.. WhO are theretore 
a Strong, Cue riputory facece “in 
the Ppligut os their own smaller 
retail ouclets. 

NTs. noc thls nd similar periis 


for today's small retailera proolem 


-t28aue2 a Aalte Ri chm 
ingnoe ybeuen ond fon ivads syd ianeg | 
NSA OE anne, Cee 

















. ue Buen) iit! og ¥ om sl ; 
| f : | 
“sutton su le atresia, aad, aa ar a 
pS aus yeh hort evinesqaue sud 4S Ses : 
| ah wave Lultos eh oruld toleetaw9 
Hutow sFolluo dgylad wad Tony Sotedive 
Sti J ELC Oe GEOd “aor end ee ; 
wodd Loe edeuts a GILLS Ci See ae Ot 
ate ee: glotee We Fae? 7S 40 wolwu 
etisme ans 2 Yd ddaee ane meth gt 
_WsFKIIy 0, eatnibt Siig Te L1O%G "ty | 
We IOV ad ay AL py 62168. to saulov | 
ey oe terre is vu beohate ee. ae _ 
chy Wane OV ohiakeYe Obie of stunt | 
-tefi .tisile Me seq Ses ao eu qaes as a 
PRES Bas eA on si Sas tad weds : 


be soehen ives a eal. pst, ede odevet 
Se. Lets bie aw iad a | 
ad souaet A IELT AD (eae 6 
ovitoes iia higdd Wo ee i 
- discal Telsmen “v ae oa ‘ 


pie Z 


Lp ss 


SereatedrtoiauBreat expent oy the, trade 
concerned, and which snould de solved 
Dy Gauge trades, rather than oy Legisia 
tion thatencrely resteves tne trade 
COMeSrnedaoiy the need tu; Lind.its.own 
answers t. problems created oy then- 
Belves, py. handing. theroill for cairect 
relier oretne- situation, te, Ene con- 
Sumers oO: Canada? 
Nhe the. menuracturer nas. no. concern 
and feels no, responsiollity fcr keep- 
ing his smaller ouclets functioning ; 
if, ne is willing to see them forced 
Out Of DUST Ness, ab, he, Possiele risk 
of finaing himself ultimately depen- 
dent only on the bigger organizations 
Without alternative outlets, shoulda 
Chae n SS Ceres.) euc Dey Wore Koran ibasce 
higner mark-ups tnan tney feel. they 
nest ari, PONSuMers OS Kequiresd: «Lo 
pay more tnan is equitacle -siamply 
so, that &@ polic,-enactead within the 
trade in Question may remain pain- 
Lege wbo all partiss, cuncenned. .~x- 
cept tne consumer: 
inrthird question thats puzzles us, - 
snould a wide inverpretation oft the 
term 'loss leader' win the day, is 
the ‘effect..of foroLuding. lowerin, 


of pruflt-margins on tne small 
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retailer himselr, in whose name this 
protection against ‘loss leaders!’ is 
frequently requested? [If the smail 
Store Cannot 1TLlenv ori” large’ svore 
competition oy - amon, other media - 
Special sates’ "will at not be Turther 
handicapped” in -ivs* efforts" to’ retain 
customers? The close-at-hand, local 
dealer’ has" a strong appeali~tU the 
average consumer. Given tne addition- 
al advantages or tne occasional of- 
fered sales pargin and provided ne 
can offer a modicum of toe convenience 
in arran,ements of wares snd visiole 
prices that [TUrmn part el” the attrac- 
tion of chain stores he may pernaps 
hold his’ own*’in tne end against the 
new efricieneres’ cnarienein., him. But 
if he is denied tne promovion weapon 
Oi-epecial” sales" snall* we-oe Gestroy- 
ig perhaps “tne “delicate salance or 
his very small advantage? 
"These are questions our Association 
feels -may need te oS considered’ in arriving 
at atiy Concglusion as to wnat consists a ‘loss 
leader' and wnat should ve dune aoout them. 
Tuo date in tne words of tne Pederal Trade 
commission’ or’ 1945, ‘the suogect of “Loss 
leader' selling seems to bé surrounded oy 
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thinkine, than actual iniormation'. The 
Canadian Avesvociav.on of Consumers welcomes 
tnis Commission's efforts to remove tre 
emotionalism and promote actual information 
On This. Subjert. 

‘shelterin. from cumpetition. however 
usually means sneltering from progress. [ne 
Canadian Association of Consumers feels itv 
must oppose any derinivion or recommended 
action against ‘loss leaders’ that repre- 
sents merely protection or retallers against 
competition, wonen tnav c_mpetition is not 
predatory. 

‘where use of cut prices becomes in 
its turn a means of destroying competition, 
nowéver, we endorse any necessary and fair 
strengthening of legislation tha. may oe 
NMesded to Dolice Such practices, 

"Tn the report or tne Royal Commission 
On Price Spreads we find a definite that 
fully covers our attitude, at tnis moment, 
towards this complex provlem. [t is found 
on pages 228-230 o.1 the Report and is also 
qQuovead Of pdge 290 of the material csllected 
by Une Restrictive Trade practices Commis- 
Sion, IC says: 

"tic Sugeest that practices snould be 
prohibited as unfair, whicn are 
Cagracterized ay oa Lfaivh, fraud, 


misrepresentation or oppression; '" 
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we Dave always considered that the resale price 
mainvenance syStem was oppressive, even is dis- 
Bulsed. 

i. aWHiLen are resorted to for the purpose 

of destruyin, competition, which racilitates 

the deve topment or monopoly: or which. des—- 

troy Talr cumpetivive opportunities and 

preven. tne survival of those who can or- 

ganize and carry on toe pruduction of goods 

most efficiently. It is in tnis sense tnat 

the word ‘unfair’ snould oe used. ! 

"Tine Canadian Association of Ccon- 

Sumers DOclieves that iv is in this sense 

Chetwd CSliniprlonm Tor tne praccice of ' Loss 

leaders' should ve sougint. 

‘Respectfully suomitted". 

Could 7 200 2 words 

THE CHAIRMAN: Thac is just wuat I was 
Goins, to say: If you have any further comments 
or ovServations to make cuncerning tne brief, and 
Would like to make tnem now, please do so. 

MHS .VAUTELET: ‘Only Ver, vricily £ would 
Like to state we have prepared this oricf strictly 
Witnin the terms of reference given us oy the 
Commission. Since tien we nave seen the dedates 
brought more and more into the field of price 
maintenance privileges. 
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this. end -=- the present hearings oring aoout a 
decision to re examine the oan on tne right of 
manufacturers, to institute their own price-fixing 
system of law and punisnment, coula our Associa- 
tion oe authorized to suomit its views on this new 
matter at tne final bearings of tnis Commission 
in Ottawa, snould we ao desire? 
say 

THE CHAIRMAN: o© ataink<] .can,that tnere-will 
be No qucstion avout that, that your organization 
in.common with any others wno desire to do so, 
whether \they shave presented a@ oribef tu cus er not, 
Will oe given an opportunity at tne final sessions 
of tiie Commission at Ottawa tv present any further 
material they woulds dike: to brin. tous ——. at least, 
as far as ls relevant to the matters under discus- 
cee) ae 

MRS .VAUTELET: May I say tnis last remark 
is decause the question has been transposed a lot. 
W -Gid-not. feel justificd-in preparing, our bricf 
in dealing witn a matter whiecn ended oy law three 
years ago, but we have a hign stake in tne issue 
which has oeen brought before. this Commission,» and 
would not like to ove left voiceless in serving a 
rebuttal to some of tie arguments presented. 

THE CHAIRMAN: Would either of the other 
ladbes -care 40 say anything ac rtais time? 

MRS .VAUTELET: No. 

MR. GERIN-LAJOIE: I would like tye put very 
few questions, if you would not mind answering 


them, please. Looking at page 7 of your orief you 
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refer to the present practice or the manufacturers 
Suggesting prices; Would ic oe your recommendation 
that such a practice shoulu ve pronioiced oy law 
or note 

MRS .VAUTELET: Mr. Chairman, I would like 
to leave thac in tne hands of the Commission and 
the Government Revuaily. the feeling of the upper 
level of the Canadian association ot Consumers -- 
ana I tnink you will understand we are in the pro- 
cess of carrying on a work of daily education which 
means in complicated matters like tnis the rank 
and file have not a very strong opinion, beyond 
the fact they wane immediate relief -- and the 
feeling of tnose who have studied the matter is 
that we did not like tue idea of breaking tne dam 
when you can uruin off the water. we also feel 
that in many districts the small dealer has grown 
up under an umorella he snould not have had; it is 
an offense against the economic principles or this 
councry, out one he has always had, and therefore 
we have not unduly pressed for too harsh an 
application of tne principles we are fighting for. 
Legally, we feel that sugezesting prices has the 
same effect as commanding them, out at the same 
time we don't want to take away from ov.ner hands 
anyching as to tne strengthening of tne law. 
Ultimately I] think it will have to be strengthened. 

MR. GERIN-LAJOIE: po you think in practice 
it has tne same effect? 


MRS -VAUTELET: We must gudge here oy the 
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reports coming to us from across tne country. we 
are getting iv in tue neck almost continually -- 
complaints tnat advertisements come our in whnicn the 
resate price “si quoted by the manufacturer. [I 

have an idea someoody must say a word oO: warning 
here, pecause tney come out for a short time and 
then ‘disappear ll Also, it may veltnat the consumers 
are going around with a noteorook and noving prices, 
and tney fina sucn a remarkable similarity in 
prices’ they can’ come: to ‘only one, conclusion, and 

we have to agree with them that the average retailer 
greatly benefits from tne resale price system, 

nov so Mucd\ the manufacturer. 

THE CHAIRMAN; There is another angle to 
it, that in many industries tne retailer has become 
accustomed to tnink of a certain mark-up on the re- 
tail cost, or a certain’ margin of the selling prace 
as being normal or requested for the proper and 
reasonavle carrying on of his business, and he has 
associated that, perhaps, with tne fact tnat 
prices wnich were formerly maintained allowed some- 
thin, like tnat mark-up, and he continues in the 
belief that is. a fair proportion, and whether the 
price ts actually stigmestved to him or not, he is 
apt to work on that. 

MRS. VAUTELET: what tne consumer wants is, 
if there is any suggestion from the manutacturer, 
why should all tne retailers sne deals with, bein, 
accustomed to tiie price down tu the exact cent, 


vary in every retail store she goes into in some 
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fields. 

MR. GERIN-LAJOIE: Looking av page 10 of 
your orisi « youwrefer pto the service given oy 
retailers; would it be the opinion of your Associa- 
tion thad iw mighy des oetter to have a -Separate 
eharge for service, like on T.V. sets these days -- 
fo have —tnat practice generalized? 

MRS. VAUTELET: I have to answer from tne 
experience and opinion of a handful of our top 
officers who have discussed it, and tney feel 
that, generally speaking, 4a very small numoer of 
consumers take advantage of tne included services 
that go inside tne price. Most of them do not, 
uUgless the article is defective from the start, 
in which case: iv is not a question.of included 
Service .~-cMOSt of tbhem do not turn to the store 
for sServiceyforeasyear or more,,and in, many, cases 
after.a year or more, the services are. not always 
availabdltenexceptuin very, large, outlets .-.Moreover 
a majority of consumers we velleve -- we have not 
made a sSurvey,on this, but look .only to ourselves 
as average housewives ana tested against a few 
otner housewives -- we oveliecve an average house- 
wife prefers,.in many cases, particularly if she 
is near a Store, to call in her own known 
service! personnel to take care of the electric 
ice-pox. or, other things like that. In. cases 
like quite large satores, like Eaton's, and so 
on; certainly a majority of people ouying, there 
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wnole counury we tuink tne number who turn to the 
store is rather small. 

THE CHAIRMAN: Do you tnink with regard tv 
many lines of articles for wnich service is nor- 
mally included tnat the consumer would prefer to 
have a lower price, eliminating tne service, and 
VO" ouy the“ arvicle without. the privilege or ser- 
vice and gamble on not having to pay as much for 
any Service required? 

MRS. VAUTELET: I think emphatically that 
is tne position. “There will always be the Tew ex- 
ceptions. we find that most or them wno have hus- 
bands in the business tell them it would ove a good 
idea. 

THE CHAIRMAN: Are you Suggesting ladies 
are Influenced oy that? 

MRS. VAUTELET: we are only a few hundred 
years CUC OL “Une Narem, and there “are Still a few 
Or “us. "“[ “heave tvaken"tie privilege, Mr. Chairman, 
to enquire each time, and recervcly I was speakin, 
to 400 consumers, and one woman was emphatically 
in favour of returning us to resale price mainten- 
ance, and that meant 399 were not, and [I enquirec 
afterwards as to ner background and founda thar 
marital influcnce nad snaped ner tninking. Em- 
Phatically I say tne overwhelming majority of 
consumers prefer a lower price today and-to take 
their cnance on repairs tomorrow. Among, otner 
thinss consumers are not necessarily brighter 


than tne rest of Canada, and they have a natural 
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suspicion they are noc getting full value if what 
they are getting is apparently free. They won't 
make tne calculation from the past. For sxample 
Slectric® APons} tmey Orie 2 back a year aiver- 
wards and tney have more or less forgotten that 
the purchase price included servicing, and tney 
Teel tney are getting quite a favour from the 
company and tney don't place as muca confidence 
in it as if tney were paying for ic at the time 
they brought it: back. 
THE CHAIRMAN: Some type oi equipment, tne 
guarantees run longer than that in tnis country? 
MRS. VAUTELET: I tnink it is a question 
of size, Mr. Chairman. The larger it is tne longer 
the guarantee puns. [If you had an elephant it 
would be served for a lon, time. At the end of 
@ Year, a8 2 result of Very Strcone mental erfort, 
I remembered once on an iron tha. [ had that that 
Service was owing to me, but many people don't 
make that effort, and they don't puc the same 
LLUS> 1 1G as al they Went Oul arid paid for at, 
MR. GERIN-LAJOIE: At tne top of page 11 
you refer to the promotion of new articles put 
on tne market by manufacturers: Would you have 
any idea of how important are demonstrations at 
homes by retailers in the promotion of tne articles? 
MRS. VAUTELET: L. think this is 4 question 
of personality. Many consumers JI know would 
rather have anything in the world -- even a 


toothache -- than @ home demonstrator. oOtners 
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love it. I rememoer when a certain type of cooking 
utensil was vein, demonstrated anu tne aemonstre- 
torsmecooked: @ meal free wer all the guests the 
housewife wanted to invite; tnat was a most 
popular form amon, many women. She provided the 
ficod, wutifopcone day she was: sout of tne kKivchen., 
Vacuum cleaner demonstrations seem to annoy tne 
women, who have spoken to us, more tnan anyching 
else. - This is a matter in which a woman is free 
to.wmetuse omraccept.. and ii seems ito me there 
are Very Legitimate means of tr, ing, to show how 
g000d Wares are. I am judging bere from remarks 
passed tu me across Canada, and in this case it 
happens to be just vacuum demonstrations, and 
that they were oeing oversola and high-pressured 
and oeing manoeuvred invo the position where tney 
would have a carpet cleaned and tnerefore they 
owed something to the company. Therefore, [I 
Would oc very uncertain in giving an answer to 
that. I would say you could divide tne consumers 
ANOUb even In thatthe watter. 

MR. GERIN-LAJOLE: JI refer to the pottom ofr 
page rile, and I gust: wonder ir you. would have 
any examples of attempts on tne part of small 
retallensyto wnite.~nd get. petter prices from 
manufacturers -- instances where retailers actual- 
lynpuececded in gettin; 


oS 


petter prices? 
MRS. VAUTELET: Mrs. wilson is just sug- 
Sesting Lo) Me Tnat. we Mad a ease Quite recently. 


but. I. don't think we can really quote it. I will 
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mention what,iiv.is: ..In.this, case,small]l retailers 
TArOUg,NOUG a wide area are Suffering from competi- 
tion where an article was sold in a chain store 

at 6¢ less than tney were cnarged to buy ic from 
the jobber. .§mall retail outlets are at the present 
time trying to,.see, wnat enhance they have of ap- 
proaching the producer tv point out tnat wnat 

is pein, done to them is the same as the small 
tebacco outlets. oI t. having) only eot,to the, debate 
stage, we cannot puc it forward as an example, 
bubiin thaiselittle book, "Restrictive, Trade Prac- 
tices Commission" (wnicn I would like to say here. 
S0,a8),to. gev. credit from my, Association,.JI have 
read from cover to, cover) there;are.facts and 
figures given of tne effort of the small. tooaccon- 
ist in Maniteba to gec some Kind o1 co-operative 
System of, buying so they can have the same advan- 
Cagebe 66. theylarger outiets.. So, there, has) oeen 

in that. .case.a, definicte,attemptron the»part, of 

the heavily penalized smaller outlet to work up 

a more efficient system of ouying. 

MR. GERIN-LAJOIE: You would nov have any 
examples of cases where tne retailer has actually 
succeeded in uniting and getting vetter prices? 

MRSseVAUTELET: NO. Perhaps the Ccom- 
mission might have some. We feel that one of 
the resulvs of this penalizing or hardship in- 
flicted on the small retailer may oe to pressure 
him into discovering ways and means of meeting 


the competition through a more efficient ouyin, 
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system, and it may in tne long run prove a oenefiv 
to those wno > can meet it and survive 

MR, WHITELEY: Aiione the argumencs pur 
before tne Commission, particularly in regard to 
electrical appliances, pas, bécn. tha« the. reduc- 
tion,an price woichn ids applying on those appliances 
naving wide consumer acceptance already, is dée- 
priving the manufacturer of tne opportunity te 
promote tie. sale, of. other lines, which have not 
Vet Deen, Widely accepted oy. the, public. for ex- 
ample. contrast is made oetween tne sale of ordi- 
nary washing machines, whicno are now standard in 
most homes -- at least, have deen accepted gener- 
ally -- and the sale of automatic wasning machines 
Woaichn are yet sold only on a relatively small 
volume,.and tuat, tie, consumer, widll.suffer in the 
lone. run by meason of. che, fact thac.tne dealer is 
unaole to dévote the effort to build up volume 
in those, lines, and thus..6. manufacturer .cannot 
expand his production and eventually produce 
the article at a low enough price to get a wide 
market... Has: your Associavion any opinion as to 
now the memoers make up their minds to purchase 
-- Whether it is tnrough tnis very extensive 
forin of promotion? 

MRS. VAUTELET: 2. eather that you are 
asking if we have inf-rmation as to what moti- 
Vates a Consumer in making Gn expensive pur- 
chase like an electric washer. 


THE CHAIRMAN: A Sv. ws, Do Ol, DPPOGUGE., 
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MRS. VAUTELET: Tne money tney have, firse 
of all; and tne manner in whicn tneir appetites 
have oeen excited py promotion plays into itv very 
heavily. Thirdly, tna. is why I said that witna 
a new type of product often word-of-moutn does 
& VWots Tey Gur Nelenvour nas Nad one and tells) you. 
My daughter changed her mind twice in two cases 
pecause neighbours had found defects in different 
orands, and tnerefore word-of-mouth determined 
to a great extense whicn one sne chose. She had 
to cnoese it in her price range and according to 
the experience of her friends Just tne pure 
exciting of appetite (played a part in the picture. 
I de not quite get the argument of the manufac- 
turers that Out prices: in the eoods theywhave ai- 
ready sola and which tney have nad tne money they 
asked Dor, that cut-prices at tne retail bevel 
after tne goods no longer velony, to them, can 
interfere Witn thelr promotion of improvements 
in design: 

MR, WHITELEY: One of the examples was 
the automatic disn-wasner. [J think in Toroncvo 
representatives of one group said if you went 
out and offered taem at a ridiculous price -- 
perhaps $150.00 might oe ridiculous -- he said 
even if you did tnat consumers would nowt ve 
Willing to oduy decause tney had not yet veen 
told oy the ingiviuual dealer demontrating. and 
SO on, tne great benefit she wuuld get from tne 


purchase -of that article, and iovis only oy 


i 7 7 
rake 6: 


= - pis | -_ irises isan x ar 










ore 


¢iev ek deel 
nvuw dueie mae senna ee rt 
ween ‘ngvowTo-brow advo widen ieran’ | 
Loe WEfey bis eno bed wad wuosigten mUey JOT 8 _ 
aueso ows nt soLwe’ atin ion pega’ sevdaued UM 
u jnereV2lb- AE BdocteD Davo ved euuOOlibiet ealismen | 
| Luiluiteseh AsLol-to-biow sto'teruey bas wba: 7 
beh ete . ecto sie sito puyldw Vtedxs Tesig B OF. 








od afubiooes van vgnet volig 160 nist veoons oF 
Sing wat cae ebneitt 1d to sonelieqxze thd 
statodg ead at saad 6 puyelq evtseqgs “lov gntytoxe 
~Se lens oF Yo GitsmM gts ond, ‘3368 evLup gon DP T 
~i4 svad yond abeoy sas af asolig dua send eee 
ww yened wad ben yvad’ yond totiw bis ofoa Ybsey 
fevel Itevot sng ge weorig-duo Vadd , to Dedes 
Bo ‘needa ov ynofed Ieynol of eboog ots SsdTt 
gUnéuioviiqmt ‘te nolvomorg ulsoy odiw eretistat 
tiglesh at 

ein wolqueae oad IG eG = fYaleT Hw AM 










eidoxey Wi axidy 1 .seneewenery Sfosuod.8 vey 
teen voy It Disa quot, oho "To avid aseoIgst 
~- ¢ofvq evolouluer 4 de aes Beaetto bas 30 | 
bise of += suolvoibta 40 Idyte OW 0ary sqaiteg 
Wee Jey jot wed tend vevdors Wd OT ign l fiw 7 
uns .gntzitcmes thst Cavukvierk vad yo BLo% 
wis wont a8% biucw alent str fae cacbadl 







1707 


building up that feeling in a wide area that the 
manufacturers hope to persuade dealers. 

MES VAUTELET:s “OF Courses” but in many 
cases tnere is a ouilt-in dish-washer in the form 
of a huspend += aaihis *the “convention, that 17 
revalvers “could setl “other” articitées at a nigher 
price they cluld then promote tne dish-washer 
more efpisientig then they are doing now? ~en't 
Hew Go ieir “iterest; “Go "tne Interest of ‘tie 
Wetllrecturers tO promote Lo as Cificlently as 
possiole su Ne can sell tne article? Consumers 
don't sée-one “connection, and certainly in the 
case of 75% or tne manuracturers, his article 
ceases to dpelong t. him the moment he sells it. He 
cat! ask “the price he hopes to get, put what 
happens to it afterwards cannoc possibly affect 
the efficiency of promovion with wnich he surrounds 
tie Vex erticie ne IS Producim. . 

MR’. WHITBLEY: Not he himself, wouc the 
dealer; tne dealer 18 deprived of sufficient in- 
come to feature Something new and therefore fails 
to build up tne’ harket the manuiacturer needs. 

MAS. VAUTELE?T: “May lL make a ratner sad 
confession: A large numoer of consumers do not 
listen to the oulld-up or in.ormation when they 
are OUC To Duy SOMetTOTNE. There Nave been some 
itis tances Drougn.’ to Our attention where laoels 
have deen torn off adresses oetause the consumer 
WaS~ too ousy to look at the Instructions. fhe 


same applies to electrical appliances: . Most or 
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puild-up I think gentlemen, particularly with 
new tnings like a dish-wasnher, has usually been 
done by the manufacturer. ana the retailcr simply 
explains now it works when you go to ouy it. 

MR. WHITELEY: There are many cases wnere 
the manufacturer or tne dealer has gone in to 
wash clothes, etc. 

THE CHALRMAN: we had an actual manufac- 
turer, wno had a fairly important position, aud 
it was only last week he put on a demonstration 
of wasning clotnes himself 

MRS. VAUTELET: With all tnat work in pro- 
motion. he feels that the lowering of tne price. of 
the machine will be a hindrance rather tnan an 
advantages? 

THE CHAIRMAN: The way the manuracturer 
put it is this; When they have a orand-new product 
in addition to the advertising whicn they do 

themselves they feel that tney need a buila-up 
tnrough tne dealers, anu that tney need that 
through a very widely spread number of dealers, and 
that in the first stages of the introduction of 
a new product tne dealers who do demonstrations 
and wno,allow space on tneir floor for tnat pur- 
pose expend funds which are not in any proportion 
to tne results they get. Men they say to the 
manufacturers, "After we have done this and the 
new article has received a fair degree of accept- 
ance along comes a price-cutter and takes all 


Our profit away". For tnat reason they say the 
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dealers frequently refuse to assist in tne promo- 
tion ‘of a new product. 

MRS. VAUTELET: Mr. Chairman, one thing 
that nas intrigued many consumers in our Associa- 
tion is, how does the price-cutter benefit from 
his price-cut°-- he has to live for more than 81x 
montns or a-year == unless he has access to the 
same gvods at -a cheaper price, or unless his 
greater volume of sales makes it profitable for 
hime Where 1s tue inducement? ‘“[f there is greater 
volume, we Gorn't *kriow, “SUL it -there is greater 
volume and it is more profitacle, isn't he giving 
an example to the others of the way out of tneir 
problem? Jf the greater volume is not responsible 
or Une "Lower prives. “tne “conivy*way fie*can itive 
must be oy getting favoured prices from the manu- 
facturer?’ “There may be other ways. but to “the un- 
initiated consumer tnis is a probdlem wnich has 
come up for us. we cannot see human oeings just 
over tne love of tne consumer Ppuvting themselves 
out of pusiness. 

THE CHAIRMAN: We are told some of them 
make QGate a SubStanvial Prorree 

MRS. VAUTELET: We have had suspicions of 
the matter and our suspicions may oe exaggerated. 
One of tne things we have to touch on as we go 


along is tnat the business of sellin, is n_t 


se 
w 


vastly profitable as a lot of consumers tnink, 
but in the matter of cutting prices we have this 


perplexity: “There has to be a’justificatiron for 
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anything a human veing does or he will go vank- 
rupt. we can see no justification for cutting 
prices other than py greater volume of sale or 
by access to cheaper goods. There may be otners 
and we would be inverested if the Commission 
would let us know. 

THE CHAIRMAN: There is one more question 
and it comes in connectLon with question Nw. Y 
and tne answer on page 10 of your orief. We have 
oeen told that tnere are a few large operators 
as. price-cutters, particularly in Montreal and 
TUronto. and we nave ocen tolu tnere are several 
in Montreal doing business tu the extent of over 
$i,000,000.00 in appliances, and several in 
Toronto, one whose sales last year were reported 
as pveing well over $4,000,000.00 a year, anu We 
were told with regard to price-cutters of that 
type that it 1s impossible for them to provide th 
service which the manufacturers and others think 
Necessary, And thet, they are not providing tnat 
sort of service. ][ was wundering if through your 
members you have had complaints dealing with thav 
type of dealer any more than any other type of 
dealer? 

MRS. VAUTELET: We have nad no complaints 
of any sort except in tnois one field, in tne 
field we aré coming into -- I must say we do get 
complaints very quickly if anything seems tu xo 
wrong; We get so many, ouc I can say that 60¢ 


are unjustified. In this ricld we have studied 
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all the cumplaints we have had, out we have had 
complaints on implied service, anda not on promis 
Service -- what solic eae cian iInay Nave sala -- 
in the field of television alone. 

THE CHAIRMAN: I think in television they 
don't bélieve in a service -- you pay extra for 
Lt. 

MRS. VAUTELET: The consumer took it for 
granted these services were implied. Our answer 
is. that they had no proof the services were 
promised, and therefore there was no complaint. 
This was the feeling, and that they were gypped, 
and consumers make mistakes like anyooay else. 

THE CHAIRMAN: Thank you, Mde. Vautelet. 
We appreciate your combine, enc. the Lot ‘or effort 
you have put forward to present this brief. 

We will conclude now and meet again to- 


morrow afternoon at 2 OO o'clock. 


---The hearing adyourned ugtil 2 P M. tomorrow. 
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MONTREAL» THURSDAY, JUNE 10tn, 1954 


THE CHAIRMAN: The nearing will come to order. 
pefore hearing any representations this afternoon 
we have oveen asked to read a letter from Mr, Gor- 
finkel who, as honorary President of the Retail 
Tobacco Association of the Province of Quebec, 
presented a brief tne other day. The letter is 
written oecause of certain comments in tne press 
woich he thought might give a wrong impression py 
attriouting certain viewpoints to tne association, 
which were really nis own and not those of the 
Association. J don't think I need read the entire 
letter’ because part Of it-is»merely asking’ for a 
copy of tne evidence as taken. 

‘phe reason for the apvove request is 
actuated by tne article wnich appeared in 
the Montreal Herald on June Sth and gave 
the impression to their readers that our 
OPLeYr was’ Dased on ecriticiam of the Tcossaco 
Manutacturers as a wnole and their methods 
of handling, the small retailers. Further- 
more, that the only exception was the firm 
of Benson & Hedges Ltd. 

"Tf this was tne viewpoint of this 
newspaper of the evidence I gave under 
cross examination, wnen at the conclusion 
of a certain question I added my personal 
feelings which had nothing in common with 


the orief itself, this newspaperman 
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evidently missed tne full presentation of 
tne orief or was not giving an attentive ear 
to the proceedings. Otherwise he would have 
gathered tnat the manufacturers were not 
under fire by the Retail Tobacco Associa- 
tion as the heading blared forth on the 
report he gave to the proceedings." 


I am just reading that so that the matter mignt be 
clear and Mr. Gorfinkel wishes it understood that 
any comments made avout tne manulracturers were 

his own personal comments and were not intended 

to be attributed in any way to tne Association 

for which he was speaking. The Association did 
not make any such expression of views; there was 
no such expression in the orief, and that comment 


was his own. 
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pelegation from; THE MUSIC BAR INCORPORATED. 
Represented vy: Mr “Abe Crélinsten 


THa CHAIRMAN: The first presentation this 
arverroom ae-On pehalf of The Music Bar Inc. 

MPi. Crevitisten, iss iv your agsire to present 
any written brier, ~or- make an oral statement? 

MR. CRELINSTEN: I have no written oriler. 

THE CHAIRMAN: Do you Wisn tr make a state- 
mene yourselr? 

MR. CRELINSTEN: I assumed tnere would be 
qUecSTLONS Tu oe asked, and’ ] was- prepared (x 
answer tnem. 

THE CHAIRMAN: LL just wondered wnicn pro- 
cedure you preferred to rollow. 

MA. CREUINSTEN? DT prefer questions and 
anowers, 

MR. GERIN-LAJOLE: Mr. Grelinsten, in what 
ODUSINeSs are you? 

MR. CRELINSTEN: Retail mercnandising of 
Srcctrivaloppllanves tang records 

MR. GERIN-LAJOLE: Are you operating the 
ousiness under your own name or a firm name? 

MR. CRELINSTEN: Firm name; Music Bar 
Incurporated. 

MR. GERIN-LAJOIE: what is tne address? 

MR. CRELINSTEN: 5172 Decarie Blvd. 


MR. GERIN-LAJOIB: Near wnat crossing 
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Street tis "2 92 

MR. CRELINSTEN: ueen Mary Road. 

MR. FAVREAU: what is your status witn the 
company # 

MR. CRELINSTEN: Secretar,-treasurer. 

MR. GERIN-LAJOIE; Whet 18s che main vusiness 
Om your ikem? 

MR. CRELINSTEN: Electrical appliances. 

MR. GERIN-LAJOIE: In general’ 

MR. CRELINSTEN: You mean, Wiiav commodities? 

MR. GERIN-LAJOIE: Yes. 

MR. CRELINSTEN: © Télevision, refrigerators , 
washing machines, ranges, air conditioning and 
small appliances -- vacuum cleaners irons, 
kettles) anidi's oon. 

MR. GERIN-LAJOIE: For how lom, have you 
peen in business? 

MR OCRELINSTEN; 15 years. 

MR. GERIN-LAJOIE: Have you bcen always 
in the same location? 

MR. CRELINSTEN: Yes. 

MR. GERIN-LAJOI&: Cvuld you tell how 
your business started, as saortly as possivle -- 
I mean, how great was 10 when you started and how 
has it. developed regaraing tne volume of sales 
and numoer ot employees, 

MR. CRELINSTEN: We started oy selling 
recordsiiin 2940\-i Durin. the war it was hard to 
get appliances, and tnen in 1945 we went invo 


appliances, ana tne volume was avout 75.000 or 
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so,and tnen witn tne anti-price-fixing in 1951, 
when it was permitted ty advertise openly reduced 
prices, prices lower tnan tne suggested list 
prices, our volume treoled anu this year was up 
Co Walt vecwid Piao: 

MR. GERIN-LAJOIE: HOw many cmployees have 
you gov now? 

MR. CRELINSTEN: 5. 

MR. GERIN-LAJOIE: Fer how long have you 
had that number of persons? 

NRA CCRELINSTIRENY cORs for aucutrtine last.4 
years My “orotnsr was there too, owurhe rhas been 
Sick in the last 4 years; so 1t necessitaved getting 
otners. The numper ot employees has not increased 
very mucn witn tne increase in volume. 

MR. GERIN-LAJOLE: Did your volume o: bdusi- 
Ness start getting oisger shortly after tne war. 
orvonly rwith £9519 

MRYOCRELINSTEN: lvOnly withelgol. oi. There 
WaS SOMe increase With our adding new lines. 

We originally used to have only the records,and 
then we got new franchises,and there was a great 
increase only wnen tne anti-price-fixing law 

Was passed and we were @ilowed to compete witn 
the olegger stores. oy reducing, our prices. [ft 
cenaoled us tv compete more successfully witn the 
bigger stores. 


u tell me Tie 


(6) 


MR, GERIN-LAJOIE: Can y 
name of tne main manufacturers? 


MR. CRELINSTEN: R.C-.A. Victor. Westinghouse, 
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Philco, Caunadzan Admiral, Marconi, Bendix, Thor, 
pTigkis, Beatty, Norge, Crosley, Moffat». Hoover, 
Bh tniik thas fawou rie Wwers: Ghe main ones. 

MR, GERIN-LAJOIE: Before the 1951 legis- 
lation were you in the same category as other re- 
tawiers. sosein. more or less obliged tu keep the 
market prices vy the manufacturers? 

MER IACREIUINGIEN: SFY EG 1) Themanuractarer 
had tne privilege of refusing tu sell us if we 
aLdn't a@pidessy his iiixed-retarl selling. prices. 
SO if we attempted any open advertising of reduc- 
CUGH 2Or ehis tprices be would cancel cour wranchise, 
So weliecould not: engage in any open advertising. 
The only kind of price reductions we could do was 
by word-of-moutn in the score, or occasionally 
Che sianureactereneweuld«allowsus to advertise;a 
bix trade-in. One automatic washing machine manu- 
facturer was not moving a lot of his mercnandise 
and he gave us permission to advertise nigh trade- 
ins, actually in excess oi tne true value of 
the used washer, ana only in wnat way were we 
aole tusside=step! the! fixednprices 

MR. GERIN-LAJOIE;: Apart from trade-ins 
adid you have reductions? 

MR. CRELINSTEN: Yes; hinNetheqcstorey Dut ds 
Lt @verncame tu tue attention or tne manuracturer 
-- SOMe Other revaiLler woulda complain he lost 
@ customer to us oveause we guoved a price lower 
tnan tne fixed retail price -- we would get a 
call rrom the manu.acturer 
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some change in tne radio svations in Montreal, and 
We PUc an advertisemen. tnat we would make tie 
adjustment free Tor the customer, and one particu- 
lar manufacturer c nstrued that as an attempt at 
price reduction “and ‘called “us -to not repeat tne 
advertisement. 

MR. GERIN-LAJOIE: what changes of policy 
nappenea an your -ferm an 195) with the change of 
legislation? 

MR. CRELINSTEN: We oegan advertising in 
the newspapers price reductions, Lower tnan tne 
Sugpested “Tist prices, always of course still 
clearing 1t wiltn-the manufacturer, because even 
though there is such a law the manufacturer still 
has leewayrwhere Ne can “curtail yourractivities 
by short-shipping -you or things of thav nature. 

any 
so,advertising > we nave done lower than the 
Suggested list prices, was still done with the 
approval of tne manufacturer. Every time we ad- 
Vertise 2 rower price we first atl “the manurac- 
turer ovécause they pay 50% of our ads. 

MR, GERIN-LAJOIE: whav happened in your 
business when you started with tnese advertise- 
ments ;% 

MR. CRELINSTEN: It increased and we made 
more money. 

MR. GERIN-LAJOIE: What was tne usual mark- 
up in tne times of price maintenance? 

MR. CRELINSTEN: Avout one-chird. 


MR. GERIN-LAJOILE: And now what 1s your 
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gross mark-up. rougnly speaking, in your business? 

MR. CRELINSTEN: I imagine avout 18%. 

MR. GERIN-LAJOLE: I8 it avout the same on 
every item or does it vary? 

MR. CRELINSTEN: Lt varies. Very often a 
manufacturer has merchandise which he wants to 
sell.and so he will «give .us.a.certain, prite.con- 
cession whicn enaoles us ts make more tnan 184 
On that commodi vy. 

THE CHAIRMAN: Wher you speak of formerly a 
1/3 mark-up and now 18%, is tnat the mark-up on 
your laid down cost, 

MR. CRELINSTEN: No, on our retail selling 
Dri ce. 

THE CHAIRMAN: Margin on selling? 

MR. CRELINSTEN: Yes 

THE CHAIRMAN: That ds, rather different 

MR, CRELANSTEN:, That 1s rights, 7. always 
tnink in terms of on selling. 

MR, GERIN-LAJOIE: Do you nave any explana- 
tion why .your business could stand with sucn a 
margin of avout 18% andanother could not? 

MR..4 CRELINSTEN:.) YesSa. T have an idea» myself 
why. «I fun the business, myself. T.know, itavery 
Well. I dun't have the proolems of inventory 
control... IT. dente have, the problems. of paying 
salesmen commission on the floor. J can handle 
it all myself. My volume went up from 100,000 
to, 500,000. wichnouc any, increase in. staff. I 


feel modern products are so pre-sold today, whereas 
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5 or 10 years ago -- I remember 2O years azo if 
aman bdought an aucomobile his time was spent in 
having 1t serviced, wnereas today you can feel 
qurpe comforta ule poing 25/000 miles. If" 
refrigerator manufacturer gives a 5-year guarantee 
on the compressor, [ think he has a good knowledge 
Powis Po osne vo Uhss F AnOre “than ive years, other- 
wise he could not give that guarantee. Because 

or’ the inereases in-technical features it is much 
easier to sell it, and therefore by reducing 
prices [ can compete petter with the bis stores 
which, in my reasoning, have a vigger overhead 
because of tnelr problems with salesmen and in- 
Verecory controls, and [can operate -on a2 "smaller 
Bross profit, oecause by and large a consumer 
knows he is getting tne same product from me as 

he would from the oig stores. Por example, one 


PreLcay Niereey -reca [Pise hii ie 


o 


17 television sets 
myself, oecause tne people knew they were getting 
avery good price. They know wnat the price is 
around town on that product with tne other stores, 
and they know it is a nationally advertised pro- 
duct, and they were all brand-new, in crates. 

It is tne same reasoning with tne supermarkets 
in groceries, wnen at one time tney used to 

have to have 30 and 40%, out a supermarket 

will operate on 18%, because you do not have to 
dig into tne barrel to get a pound of sugar; 


it is all in a cellophane package. So, it is 
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now possible for people like myself to operate on 
a much smaller gross profit witnout having to re- 
Sera oO soacalled. loss-leaders.,. because,;.for 
myself, I have never sold any commodity lower 
thar che: woolesale price, ajufeeloit is: fore tnac 
reason that. IT can do the increased volume, bde- 
cause! products are pre-sold., Nothing avtaches 

to the commodity whether the customer buys it 
frome ormigrom a bigsestaclished store wnich 
charges him more. money. It. is: still the same 
product Gomingen from the: same factory,2and ian many 
instances tne manuracturer maintains service, so 
that. when manufacturers, or whoever might on 
occasion, sayethat) id a. person ouys, ane lectrical 
appliance from a so-called discount house he will 
be ‘Losing. any: service, that dis» not. true. 

MR. GERIN-LAJOLE: Would you explain tne 
policy of your, firm regarding service? 

MR. FAVREAU: Could you elavorate a little 
bit more concerning the types ot appliances 
on wnich manu.acturers usually give service? 

MRL wCRELINS TEN: 6 Yess .certainoamanufac- 
turers -- there is a slight. variance in the 
practice itself -- certain manufacturers maintain 
direct) service, from tne factory to the consumer. 
One of the manuiacturers maintains it on every 
product he sells, wnich includes automatic 
washin, machines, ordinary type washing machines, 
refrigerators, stoves, dish-wasners, home freezers; 


he maintains tne service, and this is the way he 
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operates; He has his suggested list price, on 
the oasis of wnich price we get our discount, and 
then he also has a schedule of service charges 
depending on the commodity. For some he will 
charge $2.00 1foneone  yearlalgervice,; .forsothers 
$4.00, $5.00, $7.00, and I think $9.50 4s tne 
hishnest 

THE CHAIRMAN: Are these Supposed to de 
added ote tne list price? 

MR. CRELDINSTEN: | oDt is added to our cost 
price... They are optional. one manuracturer has 
this, arrangement: Every electrical appliance we 
buy from him, rwhien ineludes ranges and refrigera- 
tors mostly; he has a service policy. and we can 
sign wp for that service policy, and if we cdo, 
then automatically each wange or refrigerator 
which we ouy has a service cnarge of $6 00 to $8.00. 
If we don't buy that, we maincvain our own service, 
Wherever the manuiacturer has direct service on 
the convract for taat service, and when [I sell 
the commodiuvy to tne consumer, I explain exactly 
what tne guarantee means. They confuse itv with 
the policy os certain stores who advertise "goods 
satisfactory or money refunded", and they take 
that to mean guarantee, that if at any time tney 
ane, nop, satiasfileduthey ear returnidt.o- pub, accord- 
ing ty tne manufacturer, he states very speci- 
fically wnat the guaranvee means, and in most 
instances it reads, "The manuiracturer guarantees 


this cvummodity to oe free of defective workmanship 
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Any parts whicsu prove to be defective tne manu- 
facturer undertakes tv. replace free of cnarge not 
includisim lacousitosee". “So, there tisica very 
important point whicil most consumers do not 
realize, that there is a difference between guaran- 
tee and service, the parts are free, put tne labour 
is’ nov. So; ‘where -these manufacturers maintain 
a direct service arrangement from the factory to 
the consumer, the consumer has notning to worry 
aoout whether he ouys from me operating on 15% 
or from somebody else, because the parts are free 
ifvhne ouys it’ from-me.! -[t' is still guaranteed by 
the manufacturer within the time prescribed, which 
is usually one year'on most electrical appliances. 
and ir-he wants service hé can get iv direct from 
tne manuiacturer Tf - the worst. happens he can 
always get it from an independent service company; 
$5o-0r $Ol-enVservice: There is a lot of to-do made 
apout this idea.oL service. many of tne manurac- 
turers maintain that a consumer is very foolish 
to buy tnroeugn a discount house like myself, be- 
cause Livme saves @iHO.00, Rei wlllVlosetatron 
Services). Thateigvastallacy. It 18 an aosolute 
general rule in the automatic wasning macnines, 
all of them -+~ and I could mention tne names 
Inglis, Thor, Bendix, Westinghouse, Beatty -- 
they all maintain direct factory service. ~ Any 
automatic washing machine wnich I sell, the manu- 
facturer inc:rudes a certain amount of money in 


his cost price wnicn is automatically --- 
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MR. FAVREAU: For wiich of tnose do you duy 
the service? 

MR, CRELINSTEN: That is included in tne 
retail -- for example, an [Inglis washing machine 
is $429.00, thac includes service. In the auto- 
matic washing machines it. i268 a different practice 
buc iv has always oveen their practice that service 
installation, guarantee and demonstration is done 
by the factory, so if any argumenc is advanced 
that a consumer is going, tu make a vad ouy Dy 
buying any automatic washing machine from a dis- 
count house bpécause he is. not going .to get service, 
tt 23 2 complete fallacy. 

THE CHAIRMAN: I would like to get clear 
on this matter of tne charge made by the manufac- 
LOrer Tor vune service. — Ulhk you said in some 
instances it was $2.00, sometimes $5.00 ot $6.00, 
with a typ of $9.50. 

MR. CRELINSTEN: Yes. 

THE CHAIRMAN: And that tnat was optional. 
Do the manufacturers generally speaking give 
you the option to puy that direct with them? 

MR. CRELINSTEN: Yes. 

THE CHAIRMAN: Or is it that in a metro- 
politan area like Montreal, where the service 
wuld be fairly readily avallable, that .they 
almost insist on youjtaking it, ana in out-lying 
areas ithey don '.e 


MR. CRELINSTEN: I can't answer that with 
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Yes or “no”. In the autveumati¢c washers it’ is 
absolutely compulsory, we automatically buy. If 
We Sell ic outside the metropolitan area the 
manufacturer will not service that distance out 
of the metropolitan area, in which event he re- 
funas me the amount of the service cnarge, and I 
deduct it from the customer's purchase price. ~ in 
those instances where the appliances are serviced 
in the metropolitan area 1 is” OpTiona); “I-can 
Duy IL Or nov. Another ohe, he has listed the 
charges, and J have bought tnem all with the ser- 
Voce, cole f Gen . KilOW 21 LU Ls OpULOLGL Or Con 
pulsory. If IT were to sell at the full Suggested 
list price I would naturally absoro the $6 00 
charge, buc wnen I sScll at 15 or 186% lower, amount- 
ing to $100.00 or $150.00 I explain to the custo- 
mer he gets tne guarantee buc he dves not get any 
lavour free unless he buys the service contract 
Trom Che Manuracturer. Ti he does “noc wish to 
do So, any time he has @ Service ¢ail he can 
contact me or an independent service company and 
Gney WLLL cherge 35.00" Or a4" Ore tail. 

THE CHAIRMAN: You will provide the ser- 
Vice at a price? 

MR. CRELINSTEN: “Detinively.” I nave reaa 
Some of the reports and they tnink the loss- 
leadering is dilatorious to the general mercnan- 
dising of ayppliances,and [I maintain from my own 
CSPErIence that That’ isa’ Tallacy: 


THE CHAIRMAN: This service provided by 
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manufacturer does not apply to,television sets? 

MR. CRELINSTEN: AS 4 matter of fact many 
of the manufacturers, the price on television sets 
generally follows tnis procedure: The picture tube 
is. guaranteed.for one year; all the otner parts 
are guaranteed for three months, but generally 
some of tne manuracturers -- Admiral, for example -- 
give you one year on all the tubes. Then they 
havena SERVice, contract .andathat contract is 
added on to the list price, pecause even the stores 
who sell. at the full suggested list price in most 
instances sell the consumer the service contract 
on. top of the.price they charge. 

THE CHAIRMAN: .—Thac is the difference in 
practice vetween television sets and other types 
of appliances? 

MRe CRELDINSTENS pPresiselye 1[ReG- Ave Victor 
hasea@ direct factory service, Admiral has-one,, and 
Westinghouse -and Dumont have..L.know R.CcrA .Victor 
navertneir.own personnel and trucks.  gome,.of 
the~otner companies: don!t, buy: they, make.a contract 
With an independent service company which handles 
their service. As far as service on television 
teitoneerned, again, we explain to any customer 
that if they want to ouy tne service contract for 
a three-montn period -- R.C.A. Victor has one they 
charge $22.50, which gives tne customer a free 
installation and one free service call, and a 
year guarantee, onsakl.parts. Then, after one ser- 


vice cabl, theyvenarge,for the extrargervice, calls. 
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we ourselves nave a service contract which entitles 
the customer, for $15.00, to 3 monvns unconditional 
service. No matter-how many calls he may require, 
he gets it for $15.00, and again we explain, wneni 
some of them hesivate and argue, ‘why snould we 
require service on a new commodity?". that that 
isan Inherent characteristic or a television 


and’ it aqoes require service; “but tne worst that 


4a) 


can happen is that they may have to pay $5.00 a 
Cab). 

THE CHAIRMAN: You put up three proposi- 
tions» One, they’ pay ror’ no services; the otner 
they buy the cumpany s service contract, and 
CnIPrdly, cirey” take’ yours? 

MR. CRELINSTEN: Precisely, so even though 
we give vig discounts, they buy a nationally ad- 
vertised commodity and pay $100.00 less when buying 
it at my place; they get tne same commodity in 
a crave guaranteed by the same manulracturers 
under the same terms and conditions, and tne 
only thing they Gu is’ get ‘service cheaper if they 
Want to buy it. ‘The fact tnat the consumer 
suffers when buying from discounv Nouses is a 
fallacy: 

THE CHAIRMAN: Insofar as television is 
concerned, your charges are lower tnan the 
manufacturers', and in respect of other appli- 
ances it is the same? 

MR. CRELINSTEN: Yes. 


MR. FAVREAU: IS it your experience tna 
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these service cnarges for your own servicing, 
through your firm, make up and pay for your actual 
expenses in servicing? 

MR. CRELINSTEN: On, yes 

MR. GERIN-LAJOIE: Have you had any com- 
plaints aoout clients or customers having oought 
artichkes at your place and béing urdéer the impres- 
sion tney could get service and oeing mad at not 
getting ic later on? 

MAO tCRELING TER? “Very” ILtvle, “On occasion 
that-is $0, because [ find, as a pookie once said 
to me, "The reason bookies can operate is that 
Chere 15 °aslhvere larceny *ian *everycody *s “Neari". 
Lt now happens very rarely. — explain it to them 
and "I Know what “is ‘going “on in their minds.” They 
don't distinguish between guarantee and service 
because Of *tWe* pracurce=or marutacrurers (0 “ad= 
vercise It witnour making the distinction, and 
also the big department stores offering"goods satis- 
factory or money refunaed". ‘Now I have very. 

VEL9, Livpure: “=F wey ove onie *ouc Of LUG or “208 
who has a complaint to make tnat he understood 
he was going to gec free service. 

MR. GERIN-LAJOIE: At the time of tne sale 
do you find adn persons prefer to pay Sumetning 
in addition to your lower prices to get service? 

MR. CRELINSTEN: Yes, most of them do -- 
all of tnem do. J usually sell them for the 
service pecause I know iv is to tneir benefit. 


They hate parting with money and tney also operate 
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on the premise "Why should a orand new commodity 
oe defective?", so they are convradicting tnem- 
selves. Two months later they 'phone and say 
something 18 wrong with the machine and wny should 
that be decause it is a orand-new machine. so 
naturally I explain that if nothing ever went 
wrong witn it the manufacturer weuld not have to 
guarantee it; so in most cases J] sell them ser- 
Vice. 

MR. GERIN-LAJOIE: With that service are 
they allowed as many calls as they wisn free of 
charge? 

MR. CRELINSTEN: Yes; on television it is 
3 months, and on refrigerators and ranges and 
aucomatic washers, is ic is factory maintained ser- 
vice, it. 1s @n unlimited amount of. calis. 

MR. GERIN-LAJOIE: With this aaditional 
charge to your basic price there is still a large 
reduction compared witn otner stores? 

MR. CRELINSTEN: There is no comparison. 

MR. GERIN-LAJOIE: To the suggested price? 

MR. CRELINSTEN: Well, one sells at a 
SUpsested List price of $4609.00, and T sell jv 
for $339.00 without service our. also the people 
wno sell at $469.00 do not include service 
either, so they save $130.00. Tf they pay the 
$409.00 they still have ty pay for the service. 

MR, FAVREAU: In this case you take less 
tnan your 1384? 


MR. CRELINSTEN: Jt depends on my cost. 
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MR. FAVREAU: But in tnat particular case; 

MR. CRELINSTEN: NO, Decause the manurac- 
turers dropped tne price to $267.00. ‘The manu- 
facturers now, even thougn some of them know that 
there is loss-leadering going on in discount 
price-cut houses, tney themselves slash prices 
even more, which contrioutes mucn more tnan any 
activity on tne part of the discount house. one 
of the manufacturers recently cut the price, which 
cost me $265.00, and my competitors boughe it for 
$185.00; $185.C0 against $265.00. when they are 
stuck witn merchandise they try to move it out 
to the man who will operate on a small margin, 

So ] think they are contributing more to it than 
the individual retailer. 

MR. GERIN-LAJOIE: It nas deen said o¢fore 
che Commission that people cutting prices, as 
they say, cannot stay in business very long; what 
is your view avout that? 

MR. CRELINSTEN: Well, my family is in tne 
fruit. business: for 35 years, and ]- used to- te in 
the grocery ousiness, so [ had contact with one 
of the big Supermarkets -- Steinoergs -- and 
when they started, tne same allegation was dir- 
ected toward tném, that it would only oe a matter 
of days before they would be out of business. 
Their growth has contradicted tnat, simply voe- 
cause there has o¢gen a change in modern adver- 
tising and modern distriducion. [I think commodi- 


ties are now pre-sold because of tne millions of 
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dollars put into advertising, by manufacturers. 
There is very little demonstration required on 

Cur Dart tor che Sale of @ commodity. [ have sold 
television sets, washers and dryers over tne tele- 
Phone. A man wno flies his own aeroplane from 
here to New Brunswick came in anu doughe a Westing- 
house wasning macnine. They just buy tnem over 
the telephone, oecause from experience over the 
last 15 years you don't buy a lemon. Merchandise 
is so well-made and standardized it is no longer 
necessary, in my opinion, to have a tnird mark- 
up to operate ousiness wivhout losing money. 

MR. GERIN-LAJOIE: Is it your opinion tnac 
would apply to new products, like dish-wasners? 

MR, CRELINSTEN: I think so, because [ think 
the thinking on the part of the public is thac 
wnen they see a name like R C.A. Victor or Westin,- 
house. tney know there is. quality, in tne. product. 

MR. GERIN-LAJOLE; But now do people know 
Gisn-washers exist? 

MR, CRELINSTEN: A manuiacturer spends 
millions and millions on advertisin, to make the 
puolic aware of it. e Years ago we were selling 
room air conditioners and few people knew avouc 
it, but now there are abouv 7 distributors and 
vhey all know about Jt, Ase a matter of fact, in 
the United States tnere is a trend where tne 
bi, supermarket grocery stores are going to go 
into appliances, because taney know it is 4 pre- 


sold commodity. 
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MR, GERIN-LAJOIE: Can you tell me how re- 
Sale price maintenance tended to favour the larger 
Stores? 

MR, CRELINSTEN: Definitely; I have proof 
of iy every day. Pevple come inco the store and 
ask me for a discount price and I give them a dis- 
GOuNt price, ana Chey say, “T™don't “tind that very 
cheap", although it may be $150.00 below tne 
Cepartment Store price: “say; "Go co this’ score 
Or that store and 10 will be the suggested list 
price" ,”and “they say, "I “don't puy my “appliances 
ae Une bak Suores.:”* [i I nad “to Ll would ouy “then 
at’ tne oi store, so I expect to get a lower price 
from you". So, it was impossible to compete witn 
UNS prestifpe or tne big Stores, their “easy credit 
terms, and tne six pages of advertising every 
nignt. when I sce that loss-leadering -- a term 
to which I do not subscribe at all -= is affecting 
the lire and preservation or the small store, I 
don't agree. Many of ‘the big “stores are thinking 
of giving up appliances because they find iv 
difficult to compete wit.i the small store, -- a 
person like myself wio runs my business very 
well. 

THE CHAIRMAN: Do you Consider your ousi- 
ness a small ousiness? 

MR. CRELINSTEN: Yes. 

THE CHAIRMAN: In tne context in wnich you 
have oven talkin,? 


MR. CRELINSTEN: Yes, very small. 
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MR. GERIN-LAJOIE: It has oven said thav 
many of the discounc houses, like yours I imagine, 
are kept alive -- [I mentioned the point a moment 
ago -- mostly wich the rush buys on T.V. sets 
which have been going along for gix months or so, 
and as Jong. as the TV sets will, sell in great! 
quantities they keep alive: Could you say in 
your own case how your business greW in the last 
few years oefore you sold [T V. sets, and how you 
were cutting prices? 

MR. CRELINSTEN:.. That is right; T.yV. is a 
very big commodity, out right now I do abouc 
$125,000.00 a year on automatic washers -- 
$100,000.0C, anyway. That 18 not a new commodity. 
when television came along I increased my adver- 
tising to wnere I spent $300.00 a week, bur if 
it no longer warrants it, if I only sell 5 or 6 
a week, IJ naturally reduce my overhead oy decreasing 
my advertising. There are some people wno do 
notching oue television cut-price merchandising, 
put J have a variety of commodities. JI may not 
make aS much money once television becomes satur- 
ated, put if other people are going to go out 
of business there will be a chance to raise 
your low discount a little bit. But the main dis- 
count is not coming, from the. department stores 
woo are monopolizing, tne business from tne other 
small business nouses. 


MR. GERIN-LAJOILE: [IT would like to know if 
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phonograph records were cut-priced? 

MRapCRELINGTEN: Prior to 1951? 

MR, GERIN-LAJOIE: Prior and after? 

MR. CRELINSTEN: Well, prior to 1ly51 it was 
very strict maintenance vecause there was practi- 
cally a monopoly in the record ousiness maintained 
by, one: company, and after Columbia came in there 
WAS R:. Cea Vicor, andy tnere are, many, more. now, 
but. they. were very strict, abou. price maintenance 
on that 


MR, GERIN-LAJOLE: How is itv now? 


5 
v 


MR. CRELINSTEN: They don't like it, becaus 
even after 1o5] do man aread advertising a well- 
known Drand atm Giscouns. price,.and as a matter 


of fact they tnreatened to stop selling m 


rar 


MR. GERIN-LAJOIE: what is your approximate 
mark-up on records? 

MR. CRELINSTEN: 40% on selling. 

MR. GERIN-LAJOLE: That is on the suggested 
price? 

MR. CRELINSTEN: Yes. 

MR. GERIN-LAJOIE: What is the mark-up you 
have? 

MR. CRELINSTEN: I sell these mostly at 
list price ; 

MR. GERIN-LAJOLE: You don't cut the 
price? 

MR. CRELINSTEN: In Some instances, pout 
not much oecause I still hesivate to advertise 


openly vecause I don't know wnat tne manufacturer 
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might du. There is more handling involved in 
records, and so on. 

THE CHAIRMAN: When you speak of the manu- 
facturer of records, are you speaking of American 
manufacturers? 

MR, CRELINSTEN: No, they are mostly 
cCanadlan-made. 

THE CHAIRMAN: Has a Canadian manufacturer 
tnreatened to cut you off? 

MR, CRELINSTEN: Yes. 


THE CHAIRMAN: Since this legislation was 


MR. CRELINSTEN: Oh, yes 

THE CHAIRMAN: Very interesting. 

MRY --CRELINSTEN:' AS a matter of fact," TI 
lodged a complaint against one manufacturer on 
television=whordig eat me-orfrP* for ecut=pricing: 

MR, GERIN-LAJOILE: Could you tell the Com- 
mission whether, in your opinion, cut-prices do 
affect tne reputation of a certain brand of pro- 
duets vin the minds of tne public generally? 

MR, CRELINSTEN: I don't tnink so. people 
ofvenscome-in-and say, “why are you selling 
this so cheap? Is ther@ sometning wrong wich iv?" 
LP ree sts 1 practice ‘or’ one’ 2ndividual T think 
itumigne affect, mot tne prestige, but ic might 
throw some douot in to tne consumer's mind as 
Lottie ValsaPrpy or Tis uty “out “IP “St iLe*a 
reneral ‘practice J dun'v think it depreciates 


the trade-mark at all. If a manufacturer maintains 
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his volume has dropped in any particular trade 
name, and is due to depreciation, I don't think so. 
It may be dropping because many of tne dig, Stores 
may nov be promoting his product as aggressively 

as before. On a General Electric polisner a 

price of $39.55 has been established oy two stores, 
which is avout 10% gross profit. Well, no vig 
store is going to promote that very. aggressively. 
SOs, ve. VOLUnS, may drop. im thar wnstance., bur I 
Cont oink Juois due to depreciation of the value 
of tne trade-mark, because people still come to 

my store and pick out that trade-mark. 

THE CHAIRMAN: And the ouying public is not 
affected, in your view? 

MR. CRELINSTEN: That is right. ‘The manufac- 
turer's volume may drop. 

THE CHAIRMAN: And tne dealers who normally 
nave, handled the product may be affected in their 
treatment of it? 

MR. CRELINSTEN: Yes, in their treatment 
ou? ae re 

THE CHAIRMAN: But the consuming puolic is 
not prejudiced? 

MR. CRELINSTEN: Not in the least, in my 
Opinion, because of the experience [ have had in 
my store. 

THE CHAIRMAN: There was one question that 
arose; you said that you had a lower overhead 
because you did not have salesmen's commission 


to pay; as many of the bigger places had? 
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MR. CRELINSTEN: That is rignt 

THE CHAIRMAN: Have you no salesmen? 

MR. CRELINSTEN: Well, there is myselr anda 
there is -- there are two peoples, a girl in the 
Ss TOre: sclidmye records, tand she helps iouterWhen I 
say [I have none, I have two people help me out, 
and the balance IJ do myself. 

THE CHAIRMAN: I was just wondering, you 
estimated you might do half a million dollars 
business? 

MR. CRELINSTEN: Yes. 

THE CHAIRMAN: I was wondering if you sola 
the goods all yourself? 

MR, CRELINSTEN: Pretty much. 

THE CHAIRMAN: You must be a busy man? 

MR CRELINSTEN: 00) 4m. Gt ts, fabulous I 
sold 40 television sets in tne weck tnat Channel 
No. 6 came on the air. 

THE CHALRMAN: It was suggested to us in 
Toronto that to do a business of something, over 
$45 million you require a staff of 60. 

MR. CRELINSTEN: That wuld be avout 7 
people, Tommalt: Almillion. won,*+ wellje] am very 
good. 

THE CHAIRMAN: You don't think that is 
really necessary? 

MR. CRELINSTEN: Well, it is uncomfortaole 
at times. 

THE CHAIRMAN: But you would not agree it 


needs 60 people? 
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It depends on the kind of 
MR. CRELINSTEN: oOpsration. I know a 
fellow who works in a department store and in the 
television department tney have six people ana they 
sell less than we do, out they do a different kind 
of operation niandithey sell 40 TUL) List'price, 
and they spend 15 hours with the customer telling 
him tnings he already knows. They may eventually 
buy Turndture, soethey have to be polite and 
spena time just talking. 
THE CHAIRMAN: Your type of operation, would 
you say, is much more economical? 
MR. CRELINSTEN: oh, definitely, because I 
have Sold"an [Inglis washer-end dryer for ¢525 00 
over the telephone. <A man 'phoned one day and he 
said, “rine sf *send “le yup") and I don't Know his 
face and he gave me a cneque. We had a man from 
Saint John the other day and he pought a westing- 
house right there and ‘then, one of the manufacturers 
maincains that one of tne reasons for a wide spread 
between retail anu cost is to promote the products, 
but I think the consumers Know tne products now. 
If you go to ouy an automobile tnere is not mucn 
the sabesman tells you'-aocut 1t..-There is not 
mucn he knows. This loss-leadering, I doen't think 
there is much loss-leadering going, on in the sense 
the retailers are selling below tneir wholesale 
Pprice>-4-P don't, anless “Tana -forced to by "the 
manuracturer cutting tne price. 
THE CHAIRMAN: Do manufacturers sometimes 


give you a discount? 
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MR. CRELINSTEN: Certain manutacturers have 
quantity discounts’. 

THE CHAIRMAN: Are these quantity discounts 
pretty suostantial? 

MR. CRELINSTEN: No, nov much. On an auto- 
matic washer ic may differ $20.00 between one 
and buying 50, out, of course that $20.00 counts 
when you are doing tne discount business, but it 
Le very [Little actualbiy ; 

MR. FAVREAU: Hew many people do you keep 
employed on servicing? 

MR, CRELINSTEN: Well, only in the tele- 
vision; only recently, I used to work with a ser- 
vice depot. They had 5 or 6 men. but only recently 
I have my own -- only one. 

THE CHALRMAN: You were working on a contract 
with a service depot? 

MR. CRELINSTEN: Yes, I cnanged aoout two 
months agu., and I have one man on television. 

As far as the appliances are concerned, I dun't 
maintain any service there Wherever possiple 
IDdo wt through the manufacturers, .or; im, those 
instances where the manufacturer does not maintain 
his own depot, I explain it to the customer and 
have arrangements with an independent service 
dealer.o ASD say, I think price maintenance. in 
my opinion, is tu the benefit of the biz, stores 
and not to the benefic of tne small stores. 

On the basis-of my operations that is my opinion. 


THE CHAIRMAN: Your conclusion on tnat score 
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is that tne avility to cut-prices to some extent 
reduces your margin of gross profit and enaoles 
you to compete witn the digger stores on a4 basis 
Which is. profitable to you? 

MR. CRELINSTEN: Yes. 

THE CHAIRMAN: Mvre proritaole tnan when 
there was maintained prices? 

MR. CRELINSTEN: When there was maintained 
prices £. would so: home.and mot sellianurefirigerator. 
They would go to tne vig stores who have 40 or 
50. floor, samples. I maintain floor samples, and 
I have catalogues. As far as automatic washers 
ape, Goncerncd,.i.am told [ sell more than anybody 
in Canada, The onige thing: the bile department 
stores, are doing is turning to their own: trade- 
marks. When it comes to the nationally advertised 
trade-mark, they cannot compete with me. [f they 
decideds to. to. dnto, a priecewar. pwhiehs ie dome 
think.they will, they could propably sell far be- 
low my cost, and eventually capital would force 
me; out, but. that 1is,not, the satuetion. They like 
money. i. think Pnateoperati on, is) changing .-L 
think ict may reach the point wnere you will have 
appliances in supermarket grocery stores 

THE CHAIRMAN: with the customer lugging 
it oue ovehind him? 

MR, CRELINSTEN: Precisely; they will do 
pa 

MR. WHITELEY: How do you account for 


your large sale of automatic washers? 
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MR. CRELINSTEN: Well, even wnen there was 
price maintenance [ started selling Bendix and 
worked out tnois high trade-in deal which they 
approved. fT sold a lot because of that before 
1951, and I have a reputation in the city now 
Tor Boou prices, “There Ts another manufacturer 
in town, Inglis, witn whom [I started working about 
a year ago. [ don't know why tne other dealers 
wore ao it, ie Wey think iv does not pay 
to put a half page advertisement in the paper. 
They don't take’ tne Initial chance. 

MR. WHLTELEY: Do you advertise widely at 
the reduced price? 

MR. CRELINSTEN: Well, I did, but right 
now the manufacturer is asking and urging that 
we don't mention prices, so we don't, because evei 
though there is the anti-price-fixing law, we 
know if we went in contradiction to tne manufac- 
turer's wishes we mighc have difficulties. 

MR. WHITELEY: Has your volume fallen orf 
since “you ‘ceased ‘to mention prices? 

MR. CRELINSTEN: NO: he might say, "Don't 
say my latest 1954 model, put I don't care wnat 
you do with my 1953 model", so we advertise 
that. Well, the public know about itv now, that 
any man who advertises at a low price for 1953 
will do so for 1954. 

MR. WHITELEY; We were told even if you 
put a ridiculous price on either dryers and the 


dish-washers it simply would not create an interest 
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With the public. 

MR. CRELINSTEN: That is prubaple -- on 4a 
disn-washer, 

MR. WHITELEY: A aryer? 

MR. FAVREAU: Any new product which is now 
well-known? 

MR. CRELINSTEN: That is true. If there was 
a new product the puolic know nothing avout. unless 
they have some way of comparing tnings, they don't 
know whether it is a bargain, because as far as 
their appreciation of the intrinsic worth of a 
product is concerned, they just don't know any- 
thing. 

MR. WHITELEY: The effect of this particu- 
lar submission was tnat you could not sell these 
products? 

MR, CRELINSTEN: You mean aryers? 

MR. WHITELEY: Dryers or dish-wasners 

MR. CRELINSTEN: Dish-wasners, that may de 
S80, because tnere is very livtle demand for dish- 
washers. The public have not accepted that yet. 
ie requires @ LOU of pliumping; 1b. 16: quite .ex- 
pensive; and as far as dryers are concerned, 
there was very little acceptance but now there is 
mucn more. J sold very few last year, bur. now I 
am selling quite a few. Dryers have this problen; 
you have to install 220 volts, and most homes 
are equipped only for 110 volts, so in order to 


make tne provision for the dryer they have to spend 
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$75.00 or $100.00 before they can use the dryer. 
Now, however Westinghouse have orought out a 
machine whicn will work on 110 -- nov as effic- 
iently. Frigidaire has sorought out pone thar 
eliminates the venting; they condense tne moisture. 
Generally dryers are not. wadely accepted, but even 
there price-cutting dyes sell a lot more, and if 
the public knows it is $299.00, and we sell at 
$229 200, IT Sell them. As 1 say, air conditioners 
two years ago, [I was selling them and there was 
very little demand for them oecause tney were 
high-priced, and our season is so short, and yet, 
this year, because there are more manufacturers 
and more advertising, we. began to sell air condi- 
tioners over the telephone. 

THE CHAIRMAN: Thank you very mucn. We 
appreciate you coming here and telling us your 


Spor, . 


---A Short recess. 
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Delegation from: THE RADIO-TELEVISION MANUPAC- 
TURERS' ASSOCIATION OF CANADA 


Represented vy: Mr. Stuart M. Finlayson, 
Cheatrnan Of Gne Committee. 
Mr. Harry Marpole, 
het Vietor Company oF 
Canada, Montreal. 
Mr. FG. Sams, 


The Northern Electric 
Company. 


a 


THE CHAIRMAN: TiS nesG Pre Senta von uO we 
presented is dy tue Radio-Television Manufacturers ' 
Associlution or Canada, and [ velieve it is vcing 
presented oy Mr Finlayson. 

Mr. Finlayson, is this @ oriler for the manu- 
Facturers alone or is there s.me special reference 
to your own company? 

MR, FINLAYSON: No, Mr. Chairman, tuis is 
a Orief Of: Denals of Che Aseoclation, and i aid 
Say in the covering Levter if the company could 
be Of any Help, ali right; but I think the thing 
ean be eunrined entirely to the Association's point 
of view 

THE CHAIRMAN: Can you ocgin by wivin, us 
the names of the delegation? 

MR, FINLAYSON: Mr. Harry Marpole of the 
RCA. Victor Company, Canada. Montreal. 

THE CHAIRMAN: Is he an officer of tue 
Association? 


MR. FINLAYSON: No sir. As a matter of fact. 
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Tam noe am oi ficer, of the Association; [ 
am Chairman of tne Committee... on my left is Mr. 
P.G Samis o. the, Northern Blectric. Company. J 
believe taat you nave already seen him. 

THE CHAIRMAN: Yes. We have had a orier 
presented by Mr. Samis.. 

MR. FPLNLAYSON: By way oi: preface, I wWeuld 
like to say tnis meeting coincides. with the annual 
meeting, of the Association in Niagara Falls, whicn 
has created ali vtle, difficulny form uss and Mr. 
Marpole and Mr. Sumis very Kindly consented to 
come, along to give me tne, benefit of, their support 
and guidance and to make tnemselves available to 
the Commission, 

THE CHAIRMAN: What is tnis Committee called? 

MR. FINLAYSON: [It i8 a cCommitvee whicn was 
set up recently from the poinc of. view of doing 
what we could witiu respect to Government Acts or 
legislation of the kind your Commission is cuncerned 
wich, 

THE CHAIRMAN: So really, it is a special 
committee? 

MR. FINLAYSON: Yes, not necessarily a 
standing committee. AS a matter of fact, ic con- 
sists primarily of one at tne moment. 

THE CHALRMAN: You are 10? 

MR. FINLAYSON: That is iv. 

THE CHAIRMAN: IL tnink we had vetter follow 
the usual procedure; [If you would read the orief 


and make any comments you wish. 
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MR, FINLAYSON: I will do tnet. 
"Nhe Radio-TUlevision Mai.ucacturers '! 
Association of Canada consits of some ninety 
memocr companies = olf which twenty-one are 
at presenc engaged in the manufacture of 
proadcast and television receivers for 
bBale-to1tne publicivine remainder ere either 
manufacturers’ of components orvare engaged 
in other aspects. oi the electronic indus- 
ery 
I would like to clarify one point tnere; There are 
two or three ec.mpanies making. receivers. wnich are 
not. mempers. of tne Association, out [I velieve [ 
am correct in Saying the volume. of. business, those 
firms’ do is not'i very. consideradle and provaoly, 
therefore, that’ fact does not distort tne general 
position. 
"Immediately we learned thav your 
Commission was instituting an Inquiry into 
the Suoject..of “Loss Leaders', tne AWssocia- 
tion formed a Committee to study tne posi- 
Clon, uv! tame hap novwoyet permitted us 
to collect a very comprenensive vody of 
detailed statistical infvrmation respect- 
Ine stne MMAPSaCGeristics or extent of tne 
so-called ‘Loss Leader’ practice in the 
oroadcast and television receiver vousil- 


ness. However, our study ts continuins 
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and we wall be glad inaeed te make availaole 
to tne Commission, rom time to time, any 
worthwnile and c nelusive information we 
ney ieee Bencol lect. " 
I would like t. inverpolate again, you will appre- 
clate, I am sure, that this television business 
is relatively new dm the sense that the manurac- 
turer of receivers in this country commenced 
avout 53 to 6 years ago, out tne market has only 
begun to urge tnem in ithe last two years: and we 
are still experlencing cnanged cunuitions, as, 
for example, a station in Winnipeg has just com- 
menced and therefore our experience is relatively 
Ima ted Wot dim liiss, aud) iso on. Get us gay an 
a year or two we will have a more general picture 
than we can possibly oring forward now. 

"In the meantime, we have endeavoured 
to look at tue posivion from the point oi 
view of broad principle and have cume to 
the conclusion tnav,;, so far as our know- 
ledge is converned, there is no soudd 
vasis upon whicn to suggest restrictive 
legislation or Government control in any 
form witn respect to the so-called 'Loss 
Leader’! practice 

"It Mlgne De Sugsested tnat retail-- 
ers should ve forced to sell their goods 


for some manimum mark-up a@vove the proper 
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cost of the goods to tne dealer; but Le 
Seems apparent tnat sucno legislation woulda 
have to provide for a wide variety of ex- 
Ceptrons “to-cover such ltems-as perisnaole 
goods. goods in over-aoundant supply, goods 
which had become oosolete, oosolescent or 
damaged and perhaps, in extreme cases, for 
Gervain cLasses) of-forced sales PtaLrs eur 
View that any Legislation which could ode 
orought down alon., these lines would eiltner 
be sO rTestrLvetive-as to puc’an unbearable 
Burden upon’ enterprise, or’ that’ Le would have 
to concain so many exceptions as to make 
its practical workin,, impossible. It seems 
Clear’ that the public @nterese- would<not 
thus be Served and-that the effect Of-sucn 
legislation migh. well ve to studabify com- 
merce oy imposing artificial restraints 
WHECH; “in: turn, could only be applied 
effectively oy-direct Government cunvrol 

of business. 

"OUr* ASSOCLation suoMmicted to tne 
Commission investigating the Resale Price 
Maintenance question, in 1951, the View 
that, if the power to maintain resale 
prices were removed from manufacturers, 

a’ Petrograde step- would be taken.’ ~[t is 
Our opinion that the experience ol tne 
last two years or so has fully vborne out 


Chav Submission. 
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‘Consequently, tne only Suggestion 
we can make in cunnection witn the present 
Inguiry-woulda oe to propose thav serious 
consiaeration be given to restoring to 
manufacturers tne power to maintain list- 


ese 


prices*Or their pranded goods, or atv Least 
to provide taem wito a large measure ofr 
CONtTroL O©“tNne prices*av which suco egcods 
may oe ol fered tothe puprrTe> 
"We trust that tne views expressed 
herein, althouzn stated in very oricf form 
may ove of assistance to tne Commission 
and’ we Should’ iike’ to assure" the Members 
that we stand’ really; atrall times;* tose 
of help in every way that is possiole. 
"Suomitted on dbenalf oF Pne Radio- 
imslevision Manuracturers! Associa- 
‘[e1oOn Of Canada 
MMOTUreals P.O es pune" S; “BOOS. * 
which is the day on which this brief was prepared 
in its present form. 
T would@-like, if Temay, Mr. Chairman, to 
digress a little more on tne problem we have. 
The market for T.V. receivers started apoure 6 
or 7 years age in Southwestern Ontario where re- 
ception could pe obtained from Buffalo and 
petroit and one or two otner centres in the United 


States. “Then Cop Cc: started’ stations in Toronto 
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and Montreal simultaneously in 1952, ana tanen 
last year, a little over a year ago, a second 
station in Montreal unscramoled the language pro- 


olem, and more recenvly stavions in Ottawa, 


Vancouver, Winnipeg, and a station is in process 
in Halifax. In addition to tnav. some, I believe 


17 private licenses have so far been issued cover- 
ingthe smaller centres of population, ana 3 ox 4 
of tnose are in operation -- Kivchener, North Bay 
Hamilton and London -- and others are expected to 
ZG Into operation within perhaps, 12 months... So, 
our experience is limited geographically to the 
major centres of population and it is also very 
Gistinctly limited in time, and furthermore it 
has been affected, [I velieve. very consideraoly 
oy the fact that any very new growth incaustry of 
this kind innerenvly goes througn a great many 
changes in the process of manufacture and selling 
during toe first montns,. Although we are trying 
Co collect informauion, we are quite satisfied 

at tne moment that any conclusions we mignt draw 
mignv well oe founa to be not Supported when we 
Seto little Curtner alons., or, Jf. they are 

not supported fully they may have to be modi- 
fied in some, respects,. and from thac point of 
view we have felt it. desiravls at this time 

not to attempt to provide you with a vast mass 

or statistics whic.: we must necessarily have 

to qualify oy saying tnat tne iniormation is 


based upon evidence wnich still needs furtner 
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study. However, we are very mucn convinced tnat 


as our long experience in tne business has shown. 


re 


Wwe are convinced that 1t would oé€ impracticapole, 
ana. toererore not in the puolic interest, to 

attempt to legislate at the retail level, and having 
reached that general conclusion we were driven 

more or less inevitavly to tne ovher conelusion 

as recommended in the orief that Some resumption, 

or resumption in part, of the right of the manu- 
facturer to control the prices of his own mer- 
chandise would oe tne only sound process wnicn 

we could offer at tnis time. 

I think, sir, that propably gives, you the 
general oackground in which tnois presentation has 
peen made and, as [ said earlier, I am sorry we 
are not avle to have more representatives here. 

TP can tell you Gnat, Our ofrilcers and our members 
are entirely at your disposal at any time, and 

we wéll be very glad indeed to visit you in 

Ottawa or provide iniormacion oy correspondence in 
respect of any question yoW wisn to address to us. 

THE CHAIRMAN: Do either of your colleagues 
wish to add anytning to what you have said? 

MR. FINLAYSON: Mr. Marpole has a poinu 
from the experience in the past few years that 
I think may pe of inverest to the Commission 
in connection with what we have seen going on 
in the retail trade. 

MR. MARPOLE: Mr. Chairman, this, I want 


to make clear, relates to my own company, and 
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thet Mus Sthe Rica Vletorircompany. "[triscone of the 
larger companies in the fieid, and I think is not 
an isolated instance We have seen, of course, 
selling going on at mark-ups that we know very 
well are nov sufficient to cover the costs of 

the retailer doing ousiness. We have experienced 
in tne past le mouths approximately, that is, from 
sometime early in 1953 to the present time, 10 
times the numoer of vankruptcies amongst our deal- 
ers as the average of tne 5 years preceding that 
period. We attribute that very directly in most 
of the cases to selling on too low a gross. [It 

is coupled witn volume in every case. They are 
not dealers wno have suddenly come in and got out 
again. Most of them were witn us 5 years, and in 
one case a dealer had been with us for 41 years. 
and has gone under as a result of being forced py 
competition to sell on gross mark-ups which were 
not adequate to support his operating costs. That 
is a fact. J would like to speak, pernaps, in one 
other aspect wnich was orought out oy Mr. Crelin- 
sten in referring to the warranty and service. 

I think it was oovious that such service on an 
instrument like a television receiver or a radio 
receiver must of necessity oe & more exacting job 
than on, say, a refrigerator which has very few 
moving parts. I don't think tnere is any over- 
all rule applying to goods wnica are very difr- 
ferent. Again, it is’ very different from a suit 


of clothes or something that is going to be consumed. 
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The pattern in our industry -- and I am speaking 
now of tne consumer end of it -- and I would like 
to introduce something wnich appears to oe very 
largely overlooked, and that is the radio receiver 
sets; they still form a very important part of 
the volume of our business. Starting from the 
days when price maincenance was legal, our cuntract 
with our dealers provided tnat tney, ouw of the 
discount allowed to them, would provide the lavour 
on warranty service -- that is, within the first 
90 days -- and we would supply replacement parts 
for any found defective. - That pattern still per- 
sists in the radio receiving set field; our 
contracts still call upon our dealers to provide 
the labour. 

THE CHAIRMAN: Your dealers ail work on 
that oasis? 

MR. MARPOLE: Yes. In the television re- 
ceiver set field tne discounts, when we first 
got into it -- and I think you will vear me ouv 
on this -- were somewhat lower tnan they had 
been in tne radio business, and one or the reasons 
was that the unic still was much higher in 
dollars. Furthermore, we were struggling, as 
you gentlemen know, with a very large differen- 
tial ovetween the selling prices of our sets 
in Canada as c-mpared tu. tne United States. That 
can be and has voeen, I tnink, quite adequately 
explained, ouc nevertneless it is nov possiole 


to get tnat story across to the puolic, and 
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tnoerefore we nave done everything possible to keep 
that differential as low as possible. The same 
dealers wno accepted tne responsibility on their 
Giscount for raaios claimed they did not have 
enough discount on tne sale of television receivers, 
and we have never been avle to fet tnem to accept 
that responsioilit,, wnicn is somewhat at variance 
with whace tney now claim tney can easily sell. 
Reference was made, amongst other tnings, to 
maincaining factory service depots: That we du 

to tHe best of our avility, out we can only handle 
a fraction of tne sets that have to be serviced, 
and tauere only in the cities wnere we have our 

own distribucion offices -- vancouver. Calgary, 
Winnipeg Toronto, Montreal and Halifax -- and 
we are slowly estavlisning a few more. 

MR. WHITELEY: You are referring now to 
appliances otner tnan television? 

MR, MARPOLE: No, I am referring, to tele- 
Vision receivers. our factory service relates 
almost entirely to television receivers. ‘We do 
maintain service organizations in each location, 
put tney are not generally tnere for the puolic. 
They are for tne dealers themselves wno get invo 
trouble and need help. Perhaps some problem is 
a little oeyond tneir experience. But we cannot 
possibly -- and again I tnink represenvatives 
of otner companies will bvcar me out -- undertake 

to set up service for all tne television and 


radio. receivers sould: «It is @ physical arid 
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financial impossipility for any one company to 
actempt to do tiat. 

MR. WHITELEY: IS your company doin, 
service --- 

MR. MARPOLE: Nov, it is more in tne nature 
of making available to our distributors. 

MR. WHITELEY: What are your service arrange- 
mencs witn respect to white goods? 

MR. MARPOLE: They are mostly oy tne distri- 
butcors tnemselves -- retail outlets. Here in 
Montreal we have a somewhat more extensive opera- 
tion of service than we. had on our other companies. 
It is not_a very important point, but it does go 
to the importance or keeping our dealers in pusi- 
ness and being there, availaodle to the purchaser 
who may have need for tneir furtner services 
either under the warranty or any service beyond the 
warranty. 

MR. FINLAYSON: I oelieve, Mr. Chairman, 
what Mr. Marpole said avout the service warranty 
and arran.,ements is applicaole to all manufac- 
turers in television and radio receivers. General- 
ly speaking a guarantee means defects in material 
and workmanship for 90 days with the labour to 
pe borne by the dealer, [In the case of radio 
sets it is tne pattern. [In the case of tele- 
vision sets we offer the same gyarantee as far 
as our material is concerned, but on the big 
picture Cuoe one year is more the normal length 


of the manufacturer's warranty, out not to include 
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the cost of labour on replacing it. 

THE CHAIRMAN: Isn't there a difference, 
that in tne case of television sets the cost of 
any service is added to the list price, whereas 
in the others it is included in the list price? 

MR. FINLAYSON: Generally speaking, yes, 
and within certain limits estaolished by us. we 
Ourselves do not maintain any service organization 
across Canada as such, in the sense of working at 
the consumer level, but we do maintain a councry- 
wide schooling system for training dealers ana 
other service men, and we dv attempe to control 
the quality of service and to step in when any 
crack appears so we can assist tne public tne best 
we can. AS Mr. Marpole said, it is quive impos- 
sible to have a representative of the particular 
firm in every small town and village across the 
counvury. 

MR. GERIN-LAJOIE: I would like to have a 
clarification, if possible, from Mr. Marpole firsts: 
If I understood you, Mr. Marpole, you mentioned 
that according to your experience there are a 
number of retailers actually selling at lower prices 
than the suggested prices who do not have a suf- 
ficient mark-up to do business. If I unaerstood 
you well, and if thac is rignt, what would be a 
sufficient mark-up, roughly speaking, according, 
to your experience? 

MR, MARPOLE: Perhaps it is not up to the 


manufacturers to say wnat the retailers need, out 
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our general --- 

THE CHAIRMAN: It has been suggested to us 
that nobody was bvetter qualified to do that than 
the manufacturer 

MR. MARPOLE: Well, we have very long ana 
broad experience in the field, and I would like to 
make it quite clear here that I am substituting, 
on rather short .notice for our vice-president, 

So the information I have got has been rather 
hurriedly. colleated, but. our feeling is. that. a 
dealer, to. meet his expenses ~-. and he has got to 
take into consiuveration all his expenses -- depre- 
clation, and a lot that are sometimes forgotten 

and overlooked -- needs something in the neighbour- 
hood of 15 to 204. 

MR, WHITELEY: On what goods? 

MR. MARPOLE: I am speaking of our lines of 
radio receiving, sets, television receivers and 
the allied goods that are usually found in tne type 
of store that deals in what I think you might 
generally descrive as appliances. 

MR, WHITELEY: You refer to electrical 
appliances generally? 

MR. MARPOLE: Yes. 

MR. GERIN-LAJOIE: On a large appliance or 
any appliance -- any large appliances like radio 
and T.V. sets, or also small ones like toasters, 
and so forth? 

MR, MARPOLE: There is usually a mixture 


in there, and tne’ figures I am referring to now 
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certainly relate to our line of goods. The dis- 
counts vary from a top of very little, if any, 
over 35% down to sometning around 2O. That is the 
discount from tne suggested list prices, and they 
average out, as I understand it, at abdout 28%, 
Wnich we eStimave will allow tne dealer, taking 
the average across tne country 8% before taxes. 

If ic is of interest to tne Board — will be very 
happy to go further into those. [I am not in a 
position to answer very many questions for the 
reasons I “have explained. “I will answer any I 
can, and if there are any I cannot [I will endeavour 
to get the information and submic it. 

MR. GERIN-LAJOIE: When you mentioned re- 
duction on the list price, which I will call mark- 
up for the purpose of this questioning, when you 
mentioned 20% would that apply to every retailer 
oP 16 LU possible, in your opinion, that the re- 
tailer might be avle to do business with a 17% 
mark-up and another one would require 254? 

MR. MARPOLE: I think tnat is the usual 
figure. TT Gon't}-tnink it if possivle to say 
everyone can do business on the same basis. Some 
are adle to operate better than others. 

MR. GERIN-LAJOILE: With price maintenance as 
we had it two or tnree years ago, don't you think 
it was impossible for a retailer to pass on to 
the customer the oenefit of a lower operation 
cost -- if the°overhead is now the same for every 


one? 
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MR, MARPOLE: Now you &re asking me to get 
into a devate on the thing. JI am here to try and 
give factual information. 

MR. SAMIS: I think I cam answer that ques- 
tion. At the time resale price maintenance was 
in effeet, onsmajor applianees such as radios 
that was affected oy turn-in values. They were 
allowed to offer more than the old radio was worth. 
Tnat practice was common and done to a certain 
extent; we were not unconscious o: the fact. 

MR. GERIN-LAJOIE: If someone had nothing 
to trade-in, ii someone would like to buy a 7.V 
set, and we had price maintenance, tnere would 
notrbe anys possibility: of reducing the-price. to 
the customer? 

MR. SAMIS: Oh, yes; price maintenance was 
never entorcedithatirigicgly.) Iteuwas,very.drequent- 
by possible,yifeyou had. nol turn-ins to go vto an 
appliance store and bouy for cash maybe at 10% off 
Leste prices 

MR. GERIN-LAJOIE: po you think thavc could 
be done on a large scale under price maintenance? 

MR, SAMIS: It was done on a large scale 
and was a fairly common practice. 

MR. GERIN-LAJOIE: Would it have been pos- 
Sible at that time to advertise lower prices? 

MR. SAMIS: The manui:acturers frowned upon 
advertising. 

MR. GERIN-LAJOIE: Am I right, I believe 


that I was told that the mark-up on 7.Y. sets, for 
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instance, now is avout 1/3 of the retail price; 
is that corréct information according to your 
knowledge? 

MR. SAMIS: IL am nov prepared to answer 
that question precisely. 

MR. FLINLAYSON: I can answer that in part 


y saying that in the case of my own company the 


ie) 


discounts range from avout 283 to avout 33%. 

MR, GERIN-LAJOIE: Some of you gentlemen 
gust mentioned that an average mark-up of 20% 
mMixznt be surficient; Wlat would oe the explanation 
for the difference between 20 and roughly 30? 

MR. FINLAYSON:. I would suggest it has 
a great, deal, to. do with. the type or instrument. and 
the stage which the business has reached BOO EU) EU w 
think you can say there is a flat kind of mark-up 
to oe applied to all kinds of appliances equally 
or evenly. I would suggest that.in tne case of a 
Suoject sucn as television you have inherently a 
necessity for a somewhat larger margin tnan witn 
an estaovlisned line. 

MR. GERIN-LAJOIE: Could you explain why? 

MR. WHITELEY: That seems to me to ve 
directly contrary t- tne statement made oy Mr 
Marpole earlicr that television was given a re- 
duced mark-up. 

MR. PINLAYSON: Yes, but in each case you 
have a wide variety of volumes. and classes of 
dealers and sizes or communivies, and it seems to 


me (that in many cases it is very difficult... All 
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I can say is tnat you cannot say a particular dis- 
count is exactly -- you have a wide range or 
communities and ranges in prouucts. 

THE CHAIRMAN: I think Mr. Marpole said 
eilec accords, Lo their experience in wnat he 
thoughe would be right, that the average dealer 
would need from 18 to 20%; if that is true, and 
the avarage mark-up in your case is from 28 to 33% 
-~- oh, average discount? 

MR, FINLAYSON: No, those are the ranges. 

THE CHAIRMAN; Well, tney range from a low 
Of 26 tom Wier sso just “ae “ou like -- that 
still leaves about 10% avove the average. 

MR. FINLAYSON: I am not prepared to give 
you the makes,-but thav mi,nt bring it way down. 

MR. MARPOLE: What I endeavoured to say was 
that we felt on the average a dealer needed 20% 
to meet his costs, and at an average of avout 284, 
would earn 8% before taxes. He cannot stay in 
business just c-vering his costs; he must have a 
profit and the difference between the 20 and 2c 
is his margin of profit before taxes. our dis- 
counts also vary on a somewhat wider range depend- 
ing, on the model, tne dealer himself and the 
quantity he buys and the communivcy he is in, and 
80 on; ranges from something avout 20% up to, 
well, 35 would be high. That would be the very 
top; quantity discount added on and So on. As 
Mr. Finlayson has explained they vary with the 


product, tne models and even with time. Sometimes 
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ic is necessary to reduce prices to clear goods. 
I have endeavoured to pive you just tne general 
brackets and tne ranges. 

MR. FINLAYSON: Pernaps we can get a little 
more information and suomit 1t later. 

THE CHALRMAN: Yes, if you can. 

MR, IFINLAYSON: We have only prepared very 
general information. 

THE CHAIRMAN: If you can give us more 
specific information on that, we will appreciate 
Lae 

MR. GERIN-LAJOIE: Having this in mind, Mr. 
Finlayson, and particularly the opening statement 
in that respect regarding the unavailability of 
statistical information now, may I ask you on what 
grounds, or what makes you feel that your opinion. 
of two or three years ago regarding the avolition 
of resale price maintenance is now fully poorne 
Ouc? 18,10 only | fear o7 the Tutare, or is 2p 
an opinion based on facts and experience? 

MR. FINLAYSON: Mr. Chairman, I oelieve [ 
can answer that, and I hope usefully. I believe 
that most manuiacturers are interested in 
creating a condition of healtniness and pros- 
perity and staoilit, in the trade in their own 
interest and puolic and everyvody else concerned. 
What we see -- [ don'c know tnat IJ would say we 
fear, pecause in this day and age we are getting 
past fearing oecause there are so many things 


to be feared of -- out let us say we See a 
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situation such as Mr. Marpole nas indicated of 
increasing difficult, amongst the retail trade, and 
we feared from tne oeginning of the avolivion or 
price maintenance that tne avolition itself woulu 
tend to increase the GQiiriculty. I am not Roing 
LO Ba; 1t Was the Sole CauSe of the difficult, by 
any means, oecause there are many others, but 
rather tne one fact that might have retained the 
staoility has been removed from the picture, and 
we feel that the experience over the 1ast two or 
three years has porne out our original concept 
of what mignt be expected to follow. Whether we 
are’ Pent Or NOt AS°a Very, very difficult thing 
LO Support by Gdetalled evidence, but [| rather sug- 
gest your inquiry would not be oeing carried on 
if tnere were not some difficulties in the trade, 
and we feel that one logical and reasonaole thing 
which mignt have improved stabilit, was removed. 

MR. GERIN-LAJOIE: I don't want to be en- 
barrassing, bur you say “in your opinion"; JI wonder 
if the stability you have in mind in tne trade 
would not be to a large extent contrary to the 
competition wnich has been consiuered for a great 
numoer of years essential to a free trade 
economy? 

MR. FINLAYSON: No sir, I don't think 
there is anything illo~i¢al in the position, 
because competition is created in many different 
ways, and as we say at tne beginning of the 


brief, there are more than 20 people at the 
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manufacturing level competing, and they are offer- 
ing @ very wide range of products and a variet, 
of prices. OOviously tnere must be some variations 
in their discounts, and so it seems to me that 
there is a very consideravle element of competi- 
tior in-this business <* “At least it is “not the 
kind of ousiness where we have ever lacked com- 
petition, certainly not in the 30 years I have been 
involved in it. Consequently we don'v feel that 
any additional competicion factor is required to 
assure good service and best prices in tne interest 
er “tne puolie. “In ochner words “there are too 
many people involved in the manufacture and wnole- 
saling «ofr ‘the’ models; -- There Willi neverpe anything 
a 

like,stereotyped condition;: I cannot concelve of 
B iy > 

MR. GERIN-LAJOIE: Do you oelieve competition 
is less necessary at the retail level tnan at the 
manufacturing level? 

MR. FINLAYSON: No, I don't want to give 
that impression at all, because [I think we must 
nog overlook the fact tnat price is only one 
element -- it is a very important one -- but [{ 
feel that competition really is the lite of the 
ousiness, buc there is some question as to how 
far that competition can go and still remain 
clean and healthy. My opinion is that we have 
SO much competition now that [ cannot imagine 
tnat tnere would oe any restriction imposed by 


Some control at the manufacturing level. MThat is 
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all I am trying to say. JI must make it very clear 
we are in favour of competivion absolutely, out 

it is somewhat douotful in our minus tnat the 
competition that is with us today is as desirable 
a8 it might be. [ want to illustrate a point 


by goin, from the sublime to'the ridiculous: We 


> 


ave been told, and I have no proof of it, thav 

a certain television set -- my own company -- 
which we sold to the retailers for $139.97 was 
offered to the public for $139.95. 1 suggest 
that c.mpetition hardly ougnt to go that far to 
provide the public witn a goad choice of products 
and prices. 

MR. GERIN-LAJOIE: Could you suggest what 
Gonpetition there is at the retail Level, in your 
opinion, apart from price tnese days -- in your 
particular field of television? 

MR. SAMIS: Yes, I shall endeavour to deal 
with that. The different forms of cumpetition 
are the different functions whicn a dealer is re- 
quired to perform in the course of merchandising 
a product. He must pe strategically located in 
the community; he must have certain facilities, 
such as floor space for demonstration; he must 


have an adequate and well-trained sales staff; 


(a9) 


he must have sufficient capital to operate his 
ousiness properly, and he must nave an estaolished 
and well-trained service organization, and a 
number of other features which I cannot pring to 


mind put wnhicn I am sure have odcen enumerated 
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oefore this commission. There can be competition 
in almost every one of those areas. One man can 
puild up a reputation for servicing appliances to 
a much better degree, and more promptly, and more 
SavasSlraetoriily, “cian another, so’ he gets more 
CLVenve re oUt “prices may ve* Lee same. 

MR. GERIN-LAJOLE; This question of servic- 
ing has been orougnt up to the Commission a numoer 
of times by the manufacturing industry, and the 
Commission was told by the retail level representa- 
tives that in many instances apparenvily the manu- 
facturers looked after the servicing, so that in 
certain instances servicinz, was an additional 
charge and a servicing company was given the duty 
of looking after that part, so that tne retailer, 
itr eTrecv, had’ no “servicing “tod. ‘what ‘would’ De 
your views on that? 

MR. SAMIS: My views are identical with tne 
company I am associated witn, and our experience 
is identical with that of Mr. Marpole and Mr. Fin- 
layson, and between the tnree of us we are cer- 
tainly large operators in the field of radio/tele- 
vision. We dv nov attempt to maintain any ser- 
vice organization which deals directly with the con- 
Sumer. Any service organization which we maintain 
is for the purpose of educating dealers so that 
they can deal satisfactorily with tne consumer. 
Thac is tne principal purpose of any organization 
we nave, [t is only in a very rare case, where 


something nas cropped up in the field wnich no dealer 
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organization is avle to cope witn, tnat we ever 
make contact with a consumer in tnat manner. 

MR. FLINLAYSON: I heartily support Mr. Samis, 
out I am sure he meant whether the retailer himself 
owns and operates tue service, or whether he sub- 
Soncracvesd Goths posd tom ie just the same. 7 
know in many cases we have ourselves been called 
in to approve general service organizations as 
having the requisite staff, and so on. 

MR. GERIN-LAJOLE: Would you oe prepared to 
Ging <any -rough ii ieuscds “or ranjgidea sofwmhether the 
production in certain appliance fields has declined 
or lnot during tie: past two years? 

MR. FINLAYSON: I am afraid we cannot 
answer that, Mr. Chairman, for tne reason I] mention- 
6a befors/.. The Salecof television receivers ‘has 
definitely "gone vp’. “ani not prepared, and I don": 
think my colleagues can, to deal with the other 
appliances vecause we are not informed on the point. 
But. tne upsurge in the sale of television occurred 
during this same period, and I would not like to 
draw any conclusions whatever from tne relation 
between tne two, because personally I am con- 
vinced television would have upsurged anyway. 

Tne sale of broadcast receivers has been remark- 
adly stavle in spice of the competition from 
television, but tnere again it is very difficult 
to discern exactly the effect of one on the other, 
and ic would be impossible at this time to pro- 


duce reliavole statistics of the kind you ask: I 
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can assure you there is no connection -- or il the 
connection exists ic is a minor one -- detWeen tne 
upsurge in T.V. sales and the avolivion of price 
maintenance. Tney are accidentally coincidental. 

THE CHAIRMAN: would you maékKc tne same com- 
ment about tne steady level of radio receiving 
Be Use 

MR. FINLAYSON: I can't exactly. JI snould 
have gone a little further and qualiiied my remarks 
oy saying that tne steady level of pbroadcast re- 
ceivers -- when I say "steady" I shoulda have said 
"relatively steady" -- because although we have 
experienced an increase in one market, we have 
experienced a decline in other markets. JI would 
say avout 19560 we will oe over it. What I have 
been trying to say is that there is notching in the 
broadcast receiver market we can attribute directly 
to prive maintenance. 

MR. GERIN-LAJOIE: on page e of your brief 
gentlemen, you envisage tne possioility which has 
been mentioned at times that legislation might be 
passed to prohibit loss-leaderin, itself, but you 
g0 on to say it would be so restrittive "as to 
put an unbearable burden upon enterprise. . .": 

Is it your view that retail price maintenance 
gaia not de so restrictive on trade and competi- 
tion? 

MR. FINLAYSON: What we have in mind tnere, 
Mr. Chairman, is this; that if you had full resale 


price maintenance, presumaoly cach manufacturer will 
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deal with his own proovlems affecting his particular 
mercnandise, and tnerefore tnere would be for any 
given orand-name an internal and self-regulating 
condition as petween the manufacturer and his 
sales.cutlets.; But we rather feel that if the 
attempt were made ty convrol loss-leadering -- oy 
the way, we are not quite sure how to define that 
ourselves, so I take it as a broad statement -- 
byyieconirol at the retaal Levels) le .would Beem: to 
mer tnav, there would! have: tur be, some form of polic- 
ithe OF Other efforteat, thes reteil-levels and,wwith 
respect,.by some Government: body for each and 
every product in the retailer's: store continuously 
throughout, the year... .S@ thatiwe see. there: would 
pe a tremendously greater intrusion into) the: re= 
rankerdsrearrairs of necessity,camd.irs therretailer 
under resale price maintenance understood what 
his manufacturer's attitude was, and they worked 
along twgether, we see -- in other words gentle- 
men, I think perhaps to simplify it, under resale 
price maintenance you may have a discussion ana 
negotiation as to the degree of control between 
the twee parties, but when you come to the set 
form ofwtheytningsi&. seems tofuscarthirdspartyeis 
introduced and that the load upon tne retailer 
woulu de very considerable indeed. 

THE CHAIRMAN: DO you suggest, Mr. Finlay- 
son, that giving the manufacturer control over 
the resale price is a completely safe arrange- 


ment inethe interest of: the puobic? 





| atabtlgetined napeteomtea te ie fir Lt = 

| etd bas veaiye stubiaar'beid peer a arene a : 

ody “Tb dea tet asta ow dua! Fede Iuo solba ; ; 

ya ae sutasbeat deer forts HO” <a ebsat etsw Janda 1, 1 


re satise od won owe ettup son ous ow “ow ong 


, -- "Fenes ave beora. g'a6 Ft exer Farry Givideem | ras 
oF. ites stata et Pavel fievex aad de fowsnes Ys 
| -~sktoq ‘to°mx6? silos Saux -awka otelw wives Seas Gia 


i Agiw Suan fevel thajex oud de torte walesesta? oat: 


| 
. 
bas Ggwe 4ol yhou Jasmearuved Snow ua doeqdet | i 
. | Wiewowaitaos store a'qol lesser atts ‘aL Jouborg (isvs 

ue biwaw s1sdd ose aw That oF ore ‘etid tuongucsdd 
-ot ad ode soLeutsal isthary. ¢tabotnansty abs | 
it tio en bas id bat “hs taueoen “td antares dtqeting 
J Siiw boos wrabaw SOM RNS IAL Sa soltg Slseot “aba . 


a Hout. w wand Loins asi sharttds st asmusou ume ald | 











. 


pe -oldaog! “eltew “yerso at os ose Pr vtedseyd yaols 

: | ainaee thaw Pie CtilLomte oF aqadteg: aatdd t fiom 
Les déo.séeudAab & evistt! Xam voy sdanabsaeat oblag ue 

ftesud ed fordaye ‘ta ‘eetged oct od ae Holsatvogsa 

Jee ay i ee BOX adi hd" sesstteg swt ody 

at ydteq' bri iia e eH ei ‘bus ot st eit 46" wrot 

weiner ortd nogu: Medak eas” Fons pas Leouborsal 







. “bestia ‘olustob buses “eisv od Litwow 

aetna aM  eeagee woe ba. :MAMATANO aht Vistas 

xévo foremus Fenutoetoden: oda" guBvig fens aoe 
van eres dkee iviolations S et suhag seis 3 6 3 | 


MR. FINLAYSON: I would hesitate, Mr. Chair- 
man, to say that anything is c-mpletely safe, but 
Luo. feel..thac it is the most practical. 

THE CHALRMAN: I an you gentlemen were 
all present earlier this afternoon when Mr. cCrelin- 
sten mentioned that one appliance he was selling, 
and wnicn required a hiz.ner voltage cunnection in 
the. house.in order to be used properly, that he 
advertised ne woulda make the switch-over if people 
purchased these implements from him, and that the 
manufacturer apparently tnought that was an unfair 
procedure and indicated that he should stop doing 
that "or else". Would you think that is something 
in woichn the manufacturer shnoulu intervene? 

RRs. PLNLAYSON: 1 find it difficult to com- 
ment usefully on that, but it seems rather odd 
on the surface, wut I would like also to talk to 
the manufacturer anu see what his proolem was. Not 
KNOWLNE git, dts very ditricubt..to say, .1 admit 
on the surface it is odd, out I feel sure there 
mus t..have; been some cogent, reason behind it. 

THE. CHAIRMAN:. .On. the face of those facts 
Lt seemsS—_like fairly strong control. 

MR. FPLINLAYSON; One,,.0f course,. must. adwit 
that control involves some requirement or strength 
and solidity, and ic also requires very great 
responsioility in the oroadest sense of tne term, 
and speaking for our own inaustry, wnich is tne 
only one I am really competence to speak for (and 


I am afraid I am not too competent on that) I must 
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say that on the whole, as Mr. Samis indicated, 
manufacturers even under the original condition 
where they were avle to maintain the list, did 
take quite 2a iiberal or catholic view towards the 
thing, because we all recognized from time to time 

ealers get. into some kind of difficulty, and Mr. 
Samis said tne practice of trade-ins was quite a 
normal one, and we never felt we cuuld dictate to 
a dealer precisely wnat he siiould pay for sucn-and- 
such an old model wnose condition we knew nothing 
avout. 

THE CHAIRMAN: You could not ao that? 

MR. FINLAYSON: No, you could not, and that 
Ls Wonat TT mean, tiat practical application is the 
thing that impresses us. 

THE CHATRMAN: One thing raised in my mind; 
I think Mr. Samis said the practice of more livera 
trade-ins was pretty general; is that correct? 

MR. SAMIS: I think perhaps that is what [I 
said, It is not general all over the country, or 
at one time, but it happens in one place and 
another at various times. 

THE CHAIRMAN: what I mean is, if the prac- 
tice of allowing very generous trade-ins, meaning 
trade-ins at.a higher level tnan the retailer 
could ootain on a resale or tne goods, if that 
is fairly general do you consider that tne regular 
mark-ups are really necessary? 

MR. SAMIS: That is true; if it were 


general throughout tne wnole counvry all at one 


fi i} 
i, 


sc plicaig 


- oa" — ee a si on a , i 





po" ites sineosarace niawete 

| ibe eed twoets "10: scra¥ ease sth Vig" wtotess / 
od setup Siw aabsdeers “teneduTonTy chy biee ataee 

ou SBT O EY ‘bfive ow: stot ak ies aw bere” (orto Eston | 

-bassdiud 0%? ‘aq Liwoue oa Jn yresiseag: is teab 6 




















: sitinvod wornt ow oka Bax Buncid ) vtoniW teuow ‘biovn aes 
P | ~pusiits ob vor etues toy ein gar om 
F sar ite’ ton bitios’ oy :ouu iWOexaaura’ AM : 


wid ee : maasattage tsetsveng Jad Hoon i venw ef 
Othe MRR CT YS lariat +4 Sena sagit oad gma 
etn Gar me bse gatas “800 ieAMsET ABD ‘supe Mowe 


fence £2 oot ng eorerercy are pRew elmsg: EM oliettg uy 7 
- ‘qesTIOS Sacks as idereneg, wag Saw sabvebers | 
' 1 $6uiw. ‘ek sant: sqanited StL i ammae cam 
i 10 \etvawoo: odd ovo! The beteauy| don ta VE tise 
“a bale eoura ‘eae ee stequsit oE tue (se Yio ae 


™ , 


ey oor ieee “4 | ems avolney #8 nedvons | | 
“~O84Q ony, ‘ts ae aLgn i stu ‘ar | A 
eaten venbdouae diorsasg Biss. tant sole | 
| talieded yoy wena” fever wags’ w fe dat-obeda 
adie a: envoy aiid Yo sitevt ute Ha ssoo biwes ; 
solugen stig Sut SebsaAoo Hoy ob Kiron ie 
ve i a |  eereeisben eg: io 












i 





Sa 
tes SOY 





1831 


time I would agree with you, but tnav is nov actual- 
ly the way 1t occurs. 

THE CHAIRMAN: It raises that question in 
Wy Wind Taarly ceric cerry. [if 2b is a general 
practice it would seem to me that the dealers 
generally didn't think it necessary to maintain 
that margin for themselves? 

MR. SAMIS: I would agree witn you if iv 
Were, really general, yes. 

MR, FINLAYSON; Perhaps this remark reminded 
me of this point about competivion, and this 
business of the harsh control by manufacturers, 
and that is thas im our industry at least with 
2O-odd manufacturers ail making good products, 
the dealer himself nas a very wide range of choice, 
and he is py no means compelled to stick to any 
particular manufacturer. The dealer has consider- 
able flexibilicy, and I tnink that largely helps 
tO answer the point tnat if a manuracturer was 
SO Stupid as to impose, under resale price mainven- 
ance, harsh unrealistic policies, then the dealers 
have many places to go, and I Suggest the end of 
such @ manufacturer would ve even worse and 
Quicker tnan tne bankruptcies Mr. Marpole was 
talking, avout. [If any one ot the three firms 
represented by us dld sucn pract.ces there is 
little doupct the dealer would turn to one of the 
others and get tne goods. 

MR. GERIN-LAJOIE: That cvumes vack to com- 


petition amon, manu:acturers? 
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MR, FINLAYSON: Yves. 

MR. GERIN-LAJOIE: I wonder i: Mr. Marpole 
could qualify sometning he said: He mentioned 
during the last year a numoer of bankruptcies, 
as high as 10 times the average for the past 5 
years; would you have tne rough figures availaole 
low? 

MR. MARPOLE: May I set those figures ana 
give: them in writing? This is a public nearing and 
I am quoting what are considered private figures. 

THE CHAIRMAN: We woulda oe very glad to have 
the figures submitted separately in writing, and 
ist us have tne source ox the information at the 
Same time you give us the figures. 

MR. MARPOLE: Yes; that infvcrnation I got 
from our Tredsurer this morning and he gave it to 
me ln percentages and J] have quoted it here in 
relative terms rather than exact ones. JI will pe 
very glad to submic those in writing. 

THE CHALRMAN: ‘hose are of your own company? 

MR. MARPOLE: yes sir. 

MR. FINLAYSON: I can support Mr. Marpole, 
aithough IJ have no detailed figures, that there 
nas oveen an increase, eels is no doubt, ain thar 
sort of thing during tné last two or three years. 

MR. GERIN-LAJOIE: Would tnose voankruptcies, 
would tnose dealers have been almost exclusively 
television sets, or having a great variety of 
appliances? 


MR. MARPOLE: I am sorry, I don't know. [ 
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will endeavour to include that in the information. 
THE CHAIRMAN: I don'v know whether this 

would be feasible, put it Mr. Marpole could let us 
have the information geographically it may help -- 
whether the bankruptcies have been uniform across 
Canada or whether they have been heavier in)! uevec 
or The Prairies, or in large centres of population, 
or something like that? 


MR. MARPOLE: Yes, I will endeavour to do 


MR. GERIN-LAJOIE: Regarding tnese voankrupt- 
eles, and generally speakin, of what some people 
eall the plignt of tne retailers at tne present 
time, IT wonder wnat you gentlemen woula have to say 
on some comments found in an article taken from 
the Hardware & Metal, July 18th, 1953, pointing ouv 
mainly that the causes for this present plignt 
would be too many retailers, over-production, and 
thirdly, unrealistic suggested prices. They say 
in reply to a Hardware & Metal question --. let me 
Say no reference is made to resale price mainten- 
ance, tiie concensus being that, it anything, manu- 
facturers for one reason or another must accept 
the main responsibilicy for the retail trade supply- 
ing iv, and later on, "we really think the manufac- 
turers are producing more appliances than tne 
HATHSG Cai coke care’ OL. . «== WEEl, J” Worl uy 
read the wnole tning, but generally speaking I 
woulda like to Know from you gentlemen wnat would 


oe your view on sucn a position taken by the . 
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hardware industry -- particularly with respect to 
appliances. 

MR. FINLAYSON: I an afraid, Mr. Chairman, 
we have not govu anything very useful or definite 
¢0' reply “toor to rebut that statement, bur 1t 
does seem to me to be one of tnose rather general 
statements, and [ am slightly amazed at the refer- 
ence avait most of the trouoles oein, laid at the 
manuracturerts coor; PP thousgne the cup of sin in 
the manufacturing industry was already overflowing. 
T really must’ de general in saying ‘there are ad- 
mittedlg difficulties here and there, out I cannot 
sce that ‘the manufacturer ‘cam be held quite as 
fully responsiole as the werus seem to suggest, and 
T-would iitke to make another point very clear, and 
thet is thats the field of television receivers 
there is a question that over-production exists, 
and I think J am on safe ground in saying it would 
not exist in 1953. There may have oveen some cases 
Of4it, Dut Bt was not a-factor'during’ that year: 

THE CHAIRMAN: JI don't think you could make 
any specific contributions unless you made a 
study of the circumstances? 

MR. FINLAYSON: That is right. 

MR. GERIN-LAJOIE: Tne question comes up, 
particularly after hearing the representatives of 
the discount houses, wnether lower prices oy the 
discvunt houses do not broaden the market 
generally speakin, and call for a high production 


and higner circulation of goods -- I should nov 
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say) tenn fom'er bul Nave? that ase consequence , 

MR. FINLAYSON;: Again, sir, tne reply will 
pe somewnat general. It is our view that the 
inclusion of any new metnod, or the extension of 
an olu method, may have a temporary effect or 
broadening, tne market, out we are inclined to 
doubt if over a period of years it has any material 
etrecctients alls, 

MR, WHITELEY: what is thav? 

MR. BINLAYSON: The question, as I unuer- 
stood it, was wnether the intrusion of discount 
nouses and cutting. prices has broadened the market 
for goods, and I am trying to say that we are 
dubious a3 to whnetner the oroadening is of any- 
thing, more. thantvanednterim character. 

MR, WHITELEY: Are you disassociating that 
from tne cnange in price? 

MR. FINLAYSON: Yes, I am tr,ing to dv that. 
what —I am trying to say is, if somebody brings 
ouc a low price, and that thin, becomes a definite 
andy solide pattern; there’ may be .sonething tovit, 
put we in our industry have not nad enough ex- 
perience to say thav over a period of 10 years 
we will, in fact, sell more television sets. That 
is what I understood the question was. we would 
not hike?totsayrit istso.. 

MR. WHITELEY: I notice from advertise- 
menes that on occasion some initiative is taken 
Oy a manufacturer to make quite 4 reduction in 


regard to a particular model: po you say that is 





1 woxeueaxe eee 4 ahaoer wea, ene 26 ‘thieves 
20 deste, wiMtoquied. 9 aye ut chorea lo ae - 
od iil one on, coe <deaka aun’ ahd. ealasbuord 

i f elavten gts 80h ab, Breuy 40. bolaeq, 4 favo QW), dove 7 






















| aaletia'h mM hte a8, Jdoe%te 
9 seria ay aut Berean iM 
~Teut £ ao ieee ody HORYATUAN 
dowogetis : tO. molewrdeh baad todd eaw BEN, wd dooty 
a Ivete end enspeond 86m seotsg watetus bag, geauod 
. wen es, ow Sah, yse ia oA iL bis .ebeog 403, 
i ee ce cs stinebsord eid nend sow Et) Ae ewotaub 
P ‘cad i na tat oat ade mbxioat as 190d ‘prim ytd, 
? JERE witistovaenety | HO IVA SYAISLTHW FM 
| ing  seokaq id, euaeng, oad mort 
Vers laa es Pee me x, iat | MOBY ACM AM je ta 
i a apna. whogompe It .et yaw o: gE me Tt gecy 
sutatias 5 somooed galing. Fede Rab .9otng. Woe Be wAIO 
pot od silos omoa coreg saa STs, saredaeg tibioe | bas 
“ke dlguon, bso) (FO, vad eaveupad AO ai ow Jud 


7) wrEoy OL to  botasg i, weve 289. % | 






et vonedteq. " 
3 out Site ow 
biwew, oy 38m saan said boeg angsty bg Jedw. eb 
i 108 BL, $4) x. Od wat Paty 
~osagtevbs ont, weston Kies YGASTIBW im > Ow 

ctvalies eh, evitebesns einenaenion 
| A codsocbee & eutup siism oF 
7 Pert ae seo 


r seaT ates doentvotey, 0m Iee, oe 











1836 


not dune in order to widen the market for that 
model? 

MR. FINLAYSON: Oh yes, but woat I am trying 
tonsayrsis, weodreba Little dubious as to whether 
one can say that whav is going on now, as [ think 
your counsel has suggested, the intrusion oi dis- 
count houses in tne television market will produce 
a long-term broauening of the market. [I will say 
this, tnat odviously anything that will hold down 
theogeneral Level ofeprices and’ still permix the 
manufacturer, wholesaler and retailer to make a 
reasonaole profit will ooviously broaden tne mar- 
ket. 

THE CHAIRMAN: And if prices in the discount 
houses continue to be over a long period substan- 
tially lower tnan they are in other retail estab- 
lishments will not that have the very same effect 
in inducing @ numper of people to ouy who otherwise 
would not have bought? 

MR, PINLAYSON: If after a numbder of years 
@ new pattern is established, I think the answer 
must oe yes. 

THE CHAIRMAN: That leads to another ques- 
tion; You gentlemen are all manufacturers, and 
I think you all heard Mr. cCrelinsten's observation 
that manufacturer's, articles in the field in 
which he operates, whicn is in part the same as 
your company, the products they are turning out 
are, generally speakin,,, so well-made and so well- 


advertised tnav tne selling proolem is much less 
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tnan was formerly toe case, anu that new pavverns 
of retailing methods have oven or are being Ue- 
veloped. I would like to nave your comment on 
that series of observations. 

MR, FINLAYSON: First, I snoulu thank Mr 
Crelinsten for his complimentary remarks avout 
our industry. Again I find myself in some diffi- 
culty. I believe that the goods of all manufac- 
turers are all or very excellent quality and tne 
product stands up very well. I don't think there 
can be much doupt avout it, but I woulu nov like 
vo-try “and "say that about some otner appliances, 
because I am not equipped to do it. Dealing witn 
the advertising feature, I am nov personally 
conscious that the effort or advertising in tne 
last couple of years has been necessarily a great 
deal greater relatively tnan it was very many 
years vefore at different stages of tne develop- 
ment of the radio receiver. We would have ty 
make a very careful survey to cover that sitvua- 
tion. 

THE CHALRMAN: Tnere is an accumulative 
effect of advertising, I would think; I would 
tnink the accumulative effect of advertising 


~ 


over tne years py one manufacturer o1 nis products, 
and ir tnose products have generally oeen founu 
satisfactory. tnen wnen a new product comes 

along, that company reaps some benefit, ana that 


the advertising tnerefore tends to snowball to 


some CATENC? 
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MR. FINLAYSON: Yes, ena tehen T Chink it +138 
important, pernaps, to realize at least in the 
fLela of celevision we have also got something 
quive difference from wnat we experienced oefore, 
ang there 18 no doupt in my mind -- I am not trying 
to sing a song for advertising our industry -- 
out there is no douot in my mind that T.V. in 
particular has a tremendous appeal indiviuually, 
even wichout advertising. So, I think perhaps it 


ra] 


is sufficienu to say that there is no doube tnat 
any industry woicn puts out a reliable product, 
which advertises heavily or even moderately well, 
and which at tn@ same time, as in the case Oreeney 5 
is offering something of a rather New and extremely 
fascinating character to the puolic, must neces- 
sarily oe able to assist tne trade a leeround .o+ 1 
think that is as much to the oenefit ofr the wnole- 
saler as the manufacturer. Anything that fascinates 
the puolic must necessarily gain acceptance, and 
any acceptance, I would think, %oes all @long. 

THE CHAIRMAN: Do you tnink tnere are any 
signs that the change in retailing methods in 
the television and other appliance and ins tru- 
ment fields in any way parallels wnat took place 
in gr-ceries 25 ov 30 years ago? 

MR. FINLAYSON;: It inmay be, sir. 

THE CHAIRMAN: It woulu cut down the 
operating costs of tne retailer? 

MR, FINLAYSON: Iv may ve. Again I woulda 


now like to speak for other appliances, but it 
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may well oe gradual; as time goes on New patterns 
are being established. There is one thing in 
particular tnat [ think is important tim THs 
problem, and [ think Mr. Crelinsten mentioned iv, 
and I believe he mentioned tne poine, or somebdouy 
did, that wnen a television receiver is solu tne 
dollar volume transaction is very much greater than 
in the case of the ordinary proadcast receiver. 
and so again; at least at the retail point of 
view, a much greater volume may be possible in 
dollars wit a much smaller numoer of transactions, 
and that will nave a bearing on costs and dis- 
eounteycandwall thexrest ovaite »Duamipersonally 
a strong, believer in the fact that nothing stays 
still, and I think the Radio Manufacturers AsSoc1a- 
tion is thoroughly convinced of tnat because of 
the nature of the business we are in. All we are 
anxious to do here is to sugest that additional 
egislation may well slow down any trenu of a 

peneficial cnaracter tnat is going on. we feel 
that very sincerely. That is tue whole core of 
what we are trying to say here. pon't let us 
have a orand-new induscry whic contribuves so 
much troubled, or even held down, by legislation 
which may pe unnecessary. 

THE CHAIRMAN: Tnank you ver, much, gentle- 
men. Unless you have something further to ada? 

MR. FINLAYSON: I tnink we have nothing 
furtner, Mt Chairman. Wé are grateful to you 


for tne hearing and we would like you to feel tnat 
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our inabilivy at tnis time to produce tne voluine 
of statistics is oased upon the position in woicn 
we find ourselves, out I can assure you that a 
communication addressed eitner to myself or to 

Mr. §.D. Brownlee, Secretary-Manager of tne Associa- 
tion in Toronto -- tne present address is 1549 Bay 
Street. We are gving to move, bub Nov for 2 

monvuh or so. My reason for suggesting Mr. Brown- 
lee is that he, veing in the offices of the Assoc- 
fetion, 16 navurally closer vo vhe statistics, 

ang in most events I would have to consult hin, 
anyway. We are very much at your service, gentle- 
men, and I wuld like to assure you that in our 
particular case we are trying to look at this 
wonole issue broadly and not to sort of jump on 

our perches too quickly until we feel we have more 
knowledge. Consequently we nave tried to deal 
with principles rather than details. 

THE CHAIRMAN: I weula like to express our 
gratitude to you, gentlemen, for coming this after- 
noon and giving us the brief and tne benefit of 
this fairly extensive discussion. We also appre- 
ciate very much your offer of assistance from 
your Association. 

MR. FINLAYSON: Tnank you. I must say I 
would like to express a special vote of thanks 
cO Mr. Samis and Mr Marpole for coming here on 
very short notice to support me. This is too biz 


a suojeet for one individual to atvempt to deal 
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with, and I am very grateful to poth of Une. 
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CaNaAD A 
2ROVINCE DE QUEBEC 
DISTRICT DE MONTREAL 


CITE DE MONTREAL 
COMMISSION DES ENQUETES SUR LES CO.LITIONS 


erésident: Me C. RHODES-SMITH, c.r. 
Commissaire: Me A. S. WHITELRY, c.r. 


Me GUY FAVREAU, c.r. 


COM «aRUTIONS: 
Me ZAUL GERIN-LiJOIE 
agissant pour le directeur des recherches 


M. Roy DaVIDSON, économiste pour le directeur 
des recherches 


ENQUETE TENUE 2 MONTREAL, les 7,8,9, et 10 
juin, 1954, sur les ventes 4 tes (loss leaders). 


Roprésentation de GENIN, TRUDEAU & CIB LIMITE 


le 10 juin, 1954 





Monsieur 2iUL TRUDEAU: 
MM. les Commissaires ,mon::non est Jaul Trudeau, je suis le 
président de Genin, Trudeau & Cie Limitée, et j'ai ici avec 
moi monsieur yaul Dubuc, notre gérant des ventes et monsicur 
LexeFournier, notre gérant du crédit. Our brief will be read 


by our credit manager. 
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A yn02~- 
Monsieur L. i. FOURNIER: 
Montréal, le 8 juin, 1954. 
Mémoire sur les "Lost Leaders". 

Geci est un mémoire trés are ao du point de vue d'un 
erossiste, qui ne vend pas de cigarettes, mais toutes les 
marchandises, accessoires de fumeurs et qui sont vendues 
par les mémes magasins, soit les tabaccnnistes, restaura- 
teurs et autres.” 

Me FAVREAU, c.r. 
C'est une de vos lignes ? 

Monsieur TRUDBAU: 
Qui, monsieur. 

Me FAVREAU, c.r. 
Vous nt8tes pas limités 4 cela ? 

Monsieur TRUDEAU: 
Non, nous avons sept (7) sources de débouchés différentes, 
nous vendons aux pharmaciens, aux magasins de fer, aux 
papetiers, aux bijoutiers et aux marchands généraux. 

Me FaVREaU, c.re 
Ctest un de vos départements ? 

Monsieur GRUDEAU: 
Oui, monsieur. 


Monsieur L. 7. FOURNIER: 


"Comment sommes nous affectés, par la vente des cigarettes 
par les magasins 4 chafne ? 

Nous constatons que depuis prés d'un an, il y a un ralenti 
dans les achats des tabacconistes ou des restaurateurs, c'est 
& dire, ceux qui ont pour leur commerce un débit de 60 4 65 
pour cent de la cigarette et dont la balance est pour des 
articles accessoires. Ce tabacconiste ou restaurateur qui ne 
recgoit plus chez lui, le client, pour la vente de ces ciga- 
rettes, ne recevra plus, non plus, le client pour la vente 
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de ses articles accesslires. Zar conséquent, ce sera pour lui, 
la fermeture de son magasin, ou la faillite. 


Dtun autre cOté, s'il veut continuer 4 attirer chez 
lui, le client par la vente des cigarettes, il devra REG! 
aussi, vendre cette marchandise au prix cofitant, ou en bas 
de son prix cofitant. Comme le bénéfice réalisé sur environ 
60 A 65 pour cent de son commerce, n'existe DLS, git s4e nce 
prendre ses frais d'opération et ses dépenses personnelles 
soit son salaire, sur la balance des articles qu'il vendra. 
Nous comprenons que le bénéfice est un peu plus élevé mais 
si nous tenons compte qu'il ne restera qutcnviron 30 pour 
cent de son commerce, sur lequel il pourra faire un bénéfice 
quelconque, il lui sera impossible d'arriver ou de faire face 
& ses obligations et cfest 14, ce que nous ressentons actuel- 
lement, soit le retard dans le paiement des comptes qui sons 
déja en suspens de 4, 5 ou 6 mois. 


Les résultats de cette affaire se font déja sentir 
actuellement. Nombre de ces commercants ont déja fait 
faillite, nombre d'teutres nous offrent des propositions 
pour reglement, qui sont pratiquement un état de faillite 
et si cet état de chose devait se continuer encore pour 6 
mois, nous verrions ces comercants disparaitre au rythne 
de plusieurs milliers pour la preniére année. 


Si vous jetez sur le pavé, plusieurs milliers de 
marchands, tabacconistes, restaurateurs ou autres, ceux-ci 
ont des familles, c'est-&-dire done que vous jetez sur la 
pavé, des milliers de personnes gui seront ensuite & la 
charge de l'Btat. Ces gens jront grandir le nombre des 
chémeurs actuels, et qui devra subvenir 4 lews besoins, 
qui devra fournir les travaux nécessaires pour employer 
tous ces gens, et dont une grande partie de ceux-ci ne sont 
pas aptes 4 aller travailler 4 des travaux de construction 
ou autres. ‘Lea réponse est: le Gouvernenent Canadien. 


Est-il done juste, pour protéger, ou senbler vouloir 
protéger le consommateur on aille augmenter ainsi le nombre 
des chémeurs? En définitive, qui devra payer pour faire 
vivre tous ces gens ? Naturellement, ce sera Le contri bua 
ble et par le fait méme, ce sera le consommateur. atcha 
conséquent, nous tournons ici dans un cercle vicieux, en 
voulant protéger le consommateur au détrinent du marchand. 


Nous admettons qu'il y a peut Etre actuellement trop 
de petits restaurants de maisons privées, dont les frais 
dtopération ne sont pas trésélevés et gui peuvent suffire a 
obtenir un bénéfice suffisant, pour vivre, mais ces petits 
commercants sont ordinairement ces veuves ou des personnes 
atteintes d'infirmité quelconque et qui pour subvenir aux 
pesoins de la famille, sans laisser leurs enfants, souvent 
en bas Age ont ces magasins dans leur maison privée. Ceci 
n'est peut-étre pas tres bon, pour le commerce en général 
e'est-a-dire, pour les autres commercants mais d'un autre 
c6té, si nous voyons la question économique du pays, ces 
petits commerces enl&vent au frais de la municipalité, de 
la province, ou de l'état, nombres de familles qui autrement, 
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Yseraient sur leur secours. Si le commerce des tabacconis- 
tes ou restaurateurs, était nettoyé ce tous ces petits maga- 
sins, le résultat en serait probablenent meilleur pour 1ten- 
setible, mais actuelicuent la question est que, si, les 
magasins & chaine, continuent % enlever le commerce de la 
cigarette aux tabacconistes et aux restaurateurs, ce n'cst 
pas simplement ces petits commercants gutils feront dispa- 
raftre, car ceux-ci n'tont pratiquement pas ce frais dtadmi- 
nistration, mais ce sont tous les commercants, bona fide, 
qui ont une certaine nise de fond dans leur commerce gui 
Gevront disparaftre en meme temps. 


« . 


Si nous voyons cette question sur la base écono- 
migue cu pays, que deviendront ces marchends et leurs enployés 
si ils doivent fermer leur porte ? Nous somes convaincus 
gueles magasins & chaftne ne pourront absorber beut ce sare 
plus de main G’oeuvre:et cus ceux-ci devront automatiquenent 
revenir au chémage, et Stre 2 la charge de 1'Bvat. actuel- 
lement, nous avons un nombre de chémeurs trés alarmant et Sia, 
par une législation inapte & maintenir la libre concurrence 
sur une base équitable et honnéte pour tous, celle-ci doit 
tre changée afin d'éviter autant que possible, le désiqui- 
libre économique du marché canadien. Nous parlons ici de feel 
guestion de la cigarette, ily 4a aussi nombre d'autres pro- 
duits sur le marché dont la méne question est a l'étude. 

Yourquoi, nous dewanderez-vous, les magasins a 
chafne ne peuvent-ils vendre leurs cigarettes A un prix de 
X, tout en faisant un léger bénéfice, si ceux-ci sont 
capables de supnorter ce orl an 


Je vous poserais la méne question sur un autre 
ordre dtidée: Zourgquoi le Couvernement a-t-il une loi, du 
dumping, pour enpScher des marchandises d'tentrer au Canada, 
& un prix réellement trs intéressant, pour le consommateur, 
puisque cette marchandise venant du Japon, d'illemagne, ou 
d'autres pays d'Europe, peut 4tre vetdues sur le marché 
canadien, avec bénéfice % un prix plus bas que les marchands 
canadiens peuvent acheter leurs marchandises de nos nanuf ae- 
turiers. 


Le Gouvernement emploi alors une We i m8 10 8 i 
empécher ces marchandises de venir tarir le marché canadien. 
Zourguoi dans ce cas, protége-vil le manufacturier ab détri- 
ment du consommateur ? Vous me répondrez que c'est 14 une 
question écofiomique du pays. La mgme question et la mome 
réponse s'applique dans les cas de*marchandises vendues en 
bas a@'un prix raisonnable ou sans pénéfice, var des marchands 
canadiens meme si ces marchandises sont achetées sur Le 
marché canadien. Il y aurait 1a, la néme loi du dumping 
qui devrait stappliquer bien que cette marchandise n'est pas 
une importation du pays, mais. pour la protection du marchand , 
et non du consommateur. Dans toute cette question, il n'y 
a pas simplement le point de vue du consoumeteur a protéger 
mais il y a aussi toute la base €conomigue du pays. 


wour la plus srande protection du consoimmateur, 
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"il serait possible a’établir un montant de profit raisonna- 
ble et mininun qui pourrait tre établi, pour la revente des 
cigarettes ou autres marchandises seriblables. Cs ntcst une 
protection pour personne gue de vendre des marchandises au 
prix cotitant ou &un prix plus bas que celui que lton paie- 


Dans le cas de cette vente de cigarettes, si tous 
les marchands étaient tenus % au moins 11 ou 12 pour cent de 
pénéfice, comme mininun, ceux-ci pourraient rencontrer leur 
cot dtopération et avoir un certain gain pour le service 
gufils donnent & leuss clients. Dens ce cas, vous me direz 
peut-Gtre que le marchand > chafne peut acheter sa marchandise 
du manufacturier & un prix beaucoup plus bas que le détaillant 
ordinaire parce qu'il peut avoir un comptes direct. Si le prix 

~segeéré du détaillant au consonmateur peut Etre acceptée 1) 

pourrait aussi y avoir le prix suggéré du nanufacturier au 
aétaillant direct et qui protégerait en meme temps le grossis-~ 
te et éviterait que ces magasins 4 chafnes achétent 4 um prix 
gue le grossiste ne peut accorder > gon client a moins de 
vendre lui-méme sans béenéfice. Que deviendrait alors la 
distribution: ? 


Si les marchands 4 chafne désirent attirer le 
elient chez-eux, qu'ils prennent piutét un article dont ils 
sont les distributeurs, soit la viande, les fruits, les 
légunes et gutils attirent le client avec une réduction de 

prix sur leur viande, leurs légumes ou autre marchandise, mais 
non pas se servir de la marchandise d'un autre co .serce au 
risque de tuer le commerce de milliers d'autres mnarchands. 


que font-ils pour agir de la maniére qu'ils le 
font ? Ils vont chercher une marchandise qui appartient & 
un autre genre de commerce eb dont il leur est trés égal 
que le marchand, qui ne peut leur nuire dans leur compétition, 
fasse faillite ou non. C'est aonc & ltautorité compétente 
& protéger ces marchands ou ces commerces contre le concur~ 
rence aéloyale faite par un autre genre de commerce, en 
stappropriant une mnarchandise gui ne leur appartient pas. 
Cette concurrence serait moins déloyale, si elle se faisait 
exclusivement entre tabacconistes, mais comme elle est faite 
par un narché dont la cigarette n'tes aucunenent la base de 
leurs ventes ou de leur HDénbtace,) td, leur eet égal de vendre 
ce produit au prix cofitant ou méme avec perte. 

Il ost donc nécessaire que cette question soit 
étudiée et qu'une décision soit donnée le plus t6t possible 
car plus cette décision retardera, plus le commerce eh sere 
affecté et plus le nombre de faillites augmentera dans la 
Province. 


Lorsque les faillites se produisent, qui en souf- 
> a Dtabord le marchand lui-méac, les Gouvernements par 
lours taxes, les distributeurs par la verte de leur argent, 
et les nanufacturiers par la perte de leur marché. Gotte 
répercussion se fait done sentir dtabord en amenant au 
chémage le comuiergant ct sa fanille, ses enployés, en dininuant 
le-nombre dtemployés chez les distributeurs, du faiv de cette 
campagne ou de css ventes & pertes qui dininuent les profits 
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réalisés ct per conséguent réduisent lo commerce on général, et 
si le distributeur ou le grossiate est obligé de réduire son 
personnel pour arriver, c'est qu'il y a moins de ventes et 
stil y a moins de ventes, lui-méme fait moins dtachats chez 
le manufacturier qui en retour devra réduire sa production. 


Vous ne voyez donc 1A aucune raison de tenter de 
protéger le consommateur puisqu'en définitive, le consoina- 
teur aura & payer beaucoup plus qu'il ne paierait si on luli 
donnait une protection telle qu'en évitant le pbénéfice ou 
les profits excessifs, tout en laissant au commerce un béné~ 
fice nécessaire et normal pour la marche des affaires et 
4'économie du Pays tout entier. 


On a parlé de meilleurs distributions dans les 
marchandises et par le fait méme, & un prix réduit, dens 
l'adninistration de cette distribution qui pourrait tre 
& j'avantage du consomateur. Ce n'est pas obtenir une 
meilleure distribution que de faire disparaftre la moitié 
des comercants actuels, puisqu'talors le consomiateur lui- 
méme, pour obtenir le néme service, devra lorsqu'il 4 be- 
soin dtun paquet de cigarettes & 10 heures du soir faire 
deux, trois ou mene quatre coins de rue pour Ltobtenir et 
probablement se présenter chez un tabacconiste qui aura 
ferné ses portes & 8 heures ou & 9 heures du solr, tandis 
gue le commergant du coin reste ouvert jusqu'a i) heures 
ou minuit afin de donner du service 4 ses clients. Naturel~ 
lenent le tabaconniste qui ouvre ses portes de 8 heures du 
matin & 6 heures ou 7 heures du soir, emploie moins de per- 
sonnel gue celui cui reste ouvert de 8 heures du matin a 
minuit le soir. Far conséquent celui qui a des heures aussi 
longues devra avoir des remplagants, soit des commis supplé- 
mentaires car il lui est impossible d'agir seul environ 
16 heures par jour et 7 jours par semaine. Il faut done 
des remplacants, ctest pourquoi, vous rencontres chez tous 
les tabaconnistes ou les restaurateurs de bon renon deux ou 
méme trois enployés. Si vous fermez donc ces mnagasins, vous 
fernez autant d'emlois ct ls service devient nene moins bon 
au consomiateur lui-nméne. 


Le crédit actucllement sur le marché canadien est 

& la baisse. Nous rencontrons des diffi culties dane Leper- 
ception de nos comptes, & pou prés dans tous les districts 

du Ganada. dLes raisons, ce sont les ereves dans certains 
districts, le chémage dans certains autres districts. Nous 
devons tenir compte de nombres de facteurs qui surviennent 
actuellenent & travers tout le Canada pour pouvoir mnaintenir 
le chiffre des ventes & un niveau assez élevé afin de garaer 
la production & un niveau normal et de faire réduire le nonb: 
de renvois chez les productcurs. Pour cela les départenenss 
de crédit doivent tolérer, prendre des arrangements afin de 
pouvoir continuer ce chiffre de ventes et en méme. ternp 

la perception de leurs comptes. Cos arrangements, ces tolé- 
rances cofitent beaucoup plus cher au grossiste pour ltadninis-= 
tration de ces comptes ct si nous sormes préts 4 accepter 

ce cotit supplémentaire dans ltaninistration’ de ces corptes 
pour maintenir un marché raisonnable, nous ne voyons pas pour- 
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° os 4 s “ 2 
aued Le Gouvernenent ne pourrait pas lui-néme faire sa 
part dans cette entreprise, en donnant une-décision qui 
donnerait aux marchandas aétaillants un bénéfice raisonna-~ 
ble dans la vente de leurs produits et qui, mene s'il le 
faut, déterminerait le prix de 1a revente des narchandises 
s s Ae pe ts ate oa San oe 5 s = ane 
& uh prix X, tout eh permnettant au nenufacturier de cal- 
celler les commandes faites par des naisons qui voudraient 
couper les prix de ventes en pas du prix suggére. 


Geci n'est pas une dictature nais bien une 
protection que le Gouvernement peut donner. Actuellenent, 
le Gouvernenent agit de la méme maniére pour naintenir le 
prix du beurre, aes oeufs, des patates, du inueve tr dareé - 
rentes autres marchandises sur le marché Canadien. I1 
donne néme des primes afin de naintenir ses prix. Fourquos 
agit-il:ainsi ? 


Le Gouvernenent agit ainsl justement pour pro- 
tégéer l'économie du pays tout entier et stil peut agir dc 
la sorte pour certains produits, il le neut naturellenment 


pour dtautres qui viendraient briser cette économie du 
pays. 


Respectucusenent sounis, 
GENIS, TRUDEAU & CIB LIMITSE 


t.. Pb. Fournier, f-¢sl. 
Gérant du Crédit. 


président du Canadian Gredit Institure 


Gouverneur dau Ganadian Credit Men's Trust 
ASSe 


Yous avez & la derniére page une statistique préparée par 
D 
Dunn & BRadstrect of Canada, établissant les faillites chez 


les marchands détaillants canadiens; nous avons pris sim-- 


ptemant les marchands détaillants et voila les chiffress 


En 1950 - 349 faillites pour un nontant de $4,547,000» ; 
En 1951 - 387 r Sve J s * 5,693.0006 ; 
Bb 1952 - 418 4! " w ##t. . 6,985 -000.6 °; 
En 1953 - 568 a i n . wT 778 e000 es 
En 1954 - 214 0 * " @ RF §,252.000 6; 


pour trois mois. 


En dessous vous avez un tableau comparatif pour 


les trois premiers mois de cotte année, ctest-a-dire les 
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trois premiers mois de chaque année comparés avec les trois 
premiers mois de cette année, vous voyez vous avez pour 
1950, 1951, 1952, 1953 et 1954. Vous verrez qu*en 1950, 

il y a eu 95 faillites pour $1,245.000+-; en 1951, LO6 
faillites pour $1,287.000 ; en 1952, 120 faillites pour 
$2,004,000. ; etn 1953, 156 faillites pour $2,534,000. 

et en 1954, comme je l'ai dit tout & l'heure, 214 faLllites 
pour $5,252,000. 

Plus bas, sur ce méme exposé, vous avez le pour- 
centage de l'augmentation sur 1958, en 1953, vous avez 
13.3% en nombre ev 22% en valeur; en 1954, vous avez 79% 
en nombre et 162 en valeur. 

Si nous tenons compte que les faillites de 1955 
se divisent comme suit par trois mols - 


136 123 139 170 
2,004 B95. nee. . 1,406 


* 


vous constatez que les 9 premiers mois se divisent a peu pres 
égalenent et que les trois derniers mois de ltaanée ont 
augmenté en nombre. 

Commie nous avons 214 faiblites dans les trois premiers moss 
de 1954, nous présutions un nombre de 856 et plus pour 1994, 
nombre qui serait une augmentation de 100.04%. 

Lorsque nous parlons de milliers dans la déclara- 
tion, vous constatez qu'il ne faudrait pas que les choses 
enpirent pour dépasser ce chiffre et nous ne tenons aucun 
compte des grossistes ou Jobber dans ces chiffres. 

Me FAVREAU, c.r. 


Vous dites qu'en 1954, il y aurait eu 79% en nombre ? 
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Monsieur L. 7. FOURNIER: 
Qui, monsieur le Gonnissaire, nous tenons conupte des failli- 
tes en 1953, comparés % celles de 1952, tel que vous le 
constaterez sur le mémoire. 
Me FAVREAU, c.re 
Est-ce que l'un ou ltautre des autres membres ici présents 
désirent ajouter quelque chose avant que Me Lajoile pose des 
guestions ? 
Monsieur TRUDEAU: 
Non, merci, monsieur le Comnissaire. 
Monsieur DUBUC: 
Non, monsieur le Gomaissaire. 
Me LaJOIE: 
Jtaurais seulement quelques questions en ce qui concerne 
les statistiques que vous avez données & la derniére page» 
Est-ce que vous avez des raisons quelconques dtattribuer le 


x 


nombre de faillites a Lt apolition des contrdéles des prix par 
les nenufacturiers * 


Monsieur FOURNIER: 


Hl y a cette raison, ctest parce gue les profits sont moins 


grands et d'un autre c6té, vous le voyez par les statistiques. 


« 


les chiffres de ventes se sont naintenues, alors on ne Voit 
pas d'autres raisons que le manque de profit & cause des 
"Loss Leaders®. Ctcst le coupage des prix qui 4 anené ces 


faillites-la. 


Me GBRIN-LAJOIE: 
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Yous nous avez expliqué que ces statistiques ont éte obtenues 
de Dunn & Bradstreet ? 


R Oud . MonsiLeur.s 
D Je consulte un tableau de statistiques également obtenu de 
cette compagnie dans lequel il est dit que 1*augnentation 
la plus considérable dans les faillites entre 1949 et 1955, 
inclusivenent, s'est produit dans le domaine des comestibles. 
Monsieur FOURNIER: 
Dans lecdonaine des *foods®; vous avez tous les restaurants 
qui sont compris ae ce Ae a4 parce que lorsque nous 
parlons de cigarettes, nous parlons de restaurateurs aussi. 
Me GERIN-LAJOIS: 
D Est-ce que vous pouvez nous dire quelle a été le nombre 
de faillites en chiffres, d'abord, des restaurateurs vendant 
des cigarettes, je vous demande cela grosso-modo, comue prenez 
vos clients ? 
R Parmi nos clients, cela peut tre trop varié parce que parni 
les restaurateurs, vous avez des restaurateurs qui donien 
des repas et vous avez des restaurateurs qui vendent sinple- 
ment du chocdat, des bonbons, des journaux, des liqueurs; 
alors, la proportion peut varier d'un restaurant & ltautre. 
D D'oh tenez-vous les renseignerients que ltiten "foods" comprend 
en partie les restaurants qui ne donnent pas de repas, sais 
tout sisplenent qui ont un comptoir de consormation ? 


R C'est parce que dans toutes nos associations, Dunn & Bradstreet, 


Canadian Credit Mon Association, les statistiques pour les 


restaurateurs sont tenues sur les némes: sources et sous le neme 


> ‘ 


vocable de "foods". Zour les restaurants, la sommee dtinforma- 
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SPO AL se 
tion se linite 1&8. Vous avez d'autres lignes, telles que 
"hardware", "roofing" etc. Tous les marchands sont classés 
dans & peu prés cing (5) groupes et tous les restaurateurs, 
épiceries, boucheries, ils sont tous classés sous le mime 


nom de *"foods®. 

Me GERIN-LiJOI=* 
Si je prends ltitem "furniture", household furnishings", je 
constate qu'en 1952 il y a cu 36 faillites ct qu'cn 19635 ei 
y en a eu 64, soit une augmentation de pratiquoment 30%; 
dans le "lumber, building materials, hardware", 24 faillites 
en 1952 . en 1953, 35. Tout cela, pour vous demander si 
vous pensez réellenent quton est justifié dtattribuer ltaug- 
mentation des faillites & la disparition des contréles de 
prix par les manufacturiers, parce que dans ces item-14 
précisément, ameublenent *lumber, building naterials anda 
hardware", il n'y en avait pas de contr6le de prix par le 
manufacturier et puis il y a un nombre de faillites, une 


accélération dans le nombre des faillites beaucoup plus 
considérable que dans les lignes mentionnées dans votre 
ménoire. 
flonsieur FOURNIER: 
Vous,di.pes.quinl n'y a pes eu de Controle de prix, par qul 7 
Me GERIN-LaJOIL£: 
Par les nanufacturiérs, car je crois que les manufacturiers 
dans les cas dtancublenent, de "lumber et ce building material 
n'imposaient pas leurs prix aux détaillants % 
Monsieur FOURNIER: 
Ils n'inmposaient peut-étre pas de prix mais est-ce que les 


« 


manufacturiers nten ont pas suggéré? 
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Me GSRIN-LaJOIN* 
Dans les donaines peut-ftre qui sont spécialisés, je ne 
le crois pas, & moins que vous ayez des renseignements 
contraires dans le cas de "household furnishing, furniture, 
lumber, building material ct hardware®. Je crois que les 
nanufacturiers dans ces lignes ne suggéraicnt pas de per ge ee 
Monsicur FOURNIER: 
Jo ne pourrais pas répondre sur cette questiou-14, parce que 
je ne suis pas assez connaissant avec le "hardware®. Dans 
la ferronnerie, peut-Stre que les prix n'étaient pas sucgé- 
rés, mais je sais que dans la ferronnerie il y avait des 
articles, certaines autres lignes qui sont comprises dans 
la ferronnerie, commie par exemple, vous avez les cadeaux. 
Le commerce du cadeau n'est pas un corimerce ce la ferronne- 
rie proprenent dit, mais vous avez beaucoup de magasins qui 
vendent des cadeaux et dans ces cadeaux, vous avez des appa~ 
reils électriques, comme des "Sumbeam", des rasoirs élec- 
triques. Ces lignes avaient un prix suggéré. Dans beaucoup 
de lignes de la ferronnerie, jc comprends que les prix 
n'étaient pas établis par le manufacturier, mais dans les 
cadcaux, il y en avait une bonne partie qui i'était, dans 
ce conmerce-1a. 
Me GURIN-LaJOra: 
Dans les cadeaux, vous mentionnez un exenple de prix narqués, 
mais dans un nagasin de “fer®, le département des cadeaux, 
est-ce que ce n'cst pas une petite partie du chiffre d'effai= 


res du marchand de "fer" ? 
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Monsiewtir FOURNIER: 
aujourd'hui, vous avez un gros pourcentage des affaires 
dans les magasins de"fer” qui est dans le cadeau. 
Me GERIN-LaJOT 3: 
Yous dites que dans les cadeaux, il y a des produits dont 
les prix étaient établis par les nanufacturiers et vous dites 
gue chez ccs marchands il y avait une partie des narchandises 
dont les prix étaient fixés et vous donnez core exemple,icés 
"Sumbean", les preduits Westinghouse, nais tout cela c'est unc 
petite partie du magasin de *"fer*. 
Monsieur FOURNI&R: 
Oui, nais tout de méme c'est une partie assez importante 6% 
jo sais que dans ces ceux lignes-14, pour ne mentionner que 
celles-14, les prix étaient fixes et je peux parler de cele 
parce que je suis au courant de eellies-18. Il y en a peut 
tre d'autres, mais cela, je ne peux pas dire. 
Me GERIN-L.JOTS: 
Maintenant, quelques petites questions sur votre mémoire o 
Au aéput, vous mentionnez que si le consommateur ne vient 


plus acheter ses cigarettes au restaurant, si le tabacconiu. sc 
ne regoit plus chez lui le client pour la vente de cigarettes. 
{$1 ne recevra plus, non plus, le client pour la vente de sex 
articles accessoires et par conséquent, ce sera pour Lui Le 


ferneture de son magasin ou la faillite. De quels autres 


produits parlez-vous ? 


Monsieur FOURNIGR: 
R Si nous prenons coitic exeriple le tabacconniste, celui-14a 


vyendrait des cigarettes , des briquets, de la pipe, des 


wo 


accessoires de fumeurs, des nettoyeurs de pipes, de lesser.” 
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& priquet; il vend toutes sortes d'articles, tels que ceux 
14 en plus de vendre des cigarettes; cela fait partie de 
son commerce en général. 

Me TaUL GERIN-LiaJOIa: 
ou le consormmateur va-t-il acheter ces produits-14; il doit 
se les procurer en quelque part, le consomuateur ne sten 
passera pas ? 

Monsieur FOURNIER: 
Non, il ne sten passera pas, nais il ira ailleurs, dans 
d'autres genres de magasins, s'il ne peut pas en trouver au 
restaurant. I1 pourra peut-étre trouver de ces produits 
chez d'autres narchands détaillants. Mais, d'un autre cdté, 
stil se présente 148, chez le tabacconniste et que celui-ci a 


fermé ses portes, il devra aller ailleurs. Dans les autres 


magasins, on ne vent peut-6tre pas de cigarettes. Unplus de 


« 


cela, le tabacconniste vend beaucoup d'autres produits et 
j'ten ai un qui me vient & la mémoire, des paquets de cartes, 
et conbien d'autres articles. Cependant, il ne faut pas 
oublier que son commerce principal ctest la cigarette, cela 
consiste en environ 65% de son commerce. «actuellerent, le 
tabacconniste ne fait pas de bénéfice sur 1a cigarette et 


re 2 


alors il est obligé de prendre son bénéfice sur le reste, sur 
le 30% et ce chiffre étant tellenent bas, il ne peut pas 

reprendre le profit qu'il perd sur la cigarette et de ce fait, 
il devra fermer ses portes. Cependant, je tiens & dire qu'il 


restera toujours les gros distributeurs qui ont des capitaux 


plus élevés et qui pourront faire face aux nagasins & chafnes 


. 
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dans les cigarettes, mais ils sont clairsenés ceux-1a. 

Me GERIN-LaJOIZ: 
laintenant, dans le petit magasin, il n'y a pas seulement 
des cigarettes, il y a nombre d'autres produits que vous 
tendez d'ailleurs, tels que Ges rasoirs, des lames de rasoirs, 
des briquets, des plunes-rése#voir, des crayons. Bst-ce qus 
le petit magasin ne peut pas continuer 2 vivre avec des pro- 
fits moindres sur les cigarettes ? 

Monsieur FOURNIER: 
Les librairies, ces wagasins-la, ils pourraient continuer 
parce que la proportion des revenus provenant des ventes 
de tabac ntest pas de 65%, elle est peut-étre 30% sur les 


” 


cigarettes et 60% sur le reste. 
Me GBRIN-L:JOTi: 
Est-ce que ce n'est pas 1A généralenent qu'on se procure 
les objets mentionnés ? 
Monsieur FOURNIAR: 
Oui, vous avez quantité de produits qu'on peut acheter chez 


d'autres sortes de marchands. Vous avez d'autres narchands 
gui ont différentes lignes. Gependant, si les lignes dispa- 
raissent du marché, come les briquets, ils seraient vendus 
chez le bijoutier ainsi que les rasoirs électriques et beau- 
coup dtautres articles; seulenent, la pipe, je ne vois pas 
la pipe qui serait vendue chez Steinberg's A cSté du comptoir 
des viandgs. 

Me GERIN-LaJOI£: 
Est-ce que vous ne pouvez pas Lltavoir dans de petits magasins 
tels que des papeteries et ou le marchand tient aussi ces 


produits-14 ? 
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Honsieur FOURNIER’ 
Oui, stil consent & tenir cette Lligne-14. 
Me GERIN-LaJOIi: 
Nous pourrons revenir % cette question-ci, mais je corprends 
que ltabolition des prix par le nanufacturier peut produire 
S un monent ot cela est imposé, disons depuis deux ans ou 
deux ans et demi un certain désarroi dans l'organisation, dans 
les magasins qui vendent de ces produits-1a, nais est-ce quion 
ne peut pas concevoir que dans ltavenir il sera plus avantageu”. 
pour ltavenir, dtavoir de petits magasins avec plus.de variété 
de produits et qui pourraicnt vendre aux consommateurs, avec un 
"overhead" plus considérable, si vous voulez, une plus grande 
variété dtarticles. 
Monsieur FOURNIGR: 
Conbien pensez-vous que cela prendrait de temps pour changer 
le cormerce de place ? 
Me GSRIN-LwJOIS: 
Je vous pose la question pour avoir votre opinion. 
Monsieur FOURNIER: 


Gela peut peut-étre changer le cormerce, neut-étre changer 


. . 


les habitudes du consomateur, l'habituer & aller 4 dtautres 
sortes de magasins, nais le temps que cela prendrait pour 
faire ce chevauchenent-148 avec le chénage actuel qui s'en 
vient et qui augmente & tous les jours, est-ce gue vous pen- 


S 


sez que cela ne va 8tre que le comuencenent. Je crois que 


ctest une nauvaise affaire. 
Me GERIN-LiJOIE: 


Evidemient, dans votre mémoire, vous envisagez la question cu 
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chénage surtout au point de vue ¢conorique, au point de 


a 


vue du patron. de ntavais pas Ltintention de vous demander 


des précisions sur cette guestion-1& parce que cela nous 
eandnerait bien loin. Mais, jtaimerais vous faire préciser 
un peu cette question de chémage sur laquelle vous exprinez 
votre opinion. La Commission pourra la prendre en considéra- 
tion. Méme si cela était pour causer du chémage de ce cété- 
1A en prenant pour acquit que ces gens-l& ne seraient pas 
placés dans d'autres industries ou d'autres commerces. tae 
ce ntest pas la question qui nous occupe, nais est-ce qu’on 
nepourrait pas en arriver & une facgon plus économique pour 
le consomateur d®avoir plus de marchands qui auraient plus 
de variétés, plus d'articles, mais gui opéreraient leur 
commerce d'une fagon plus pratique. Gtost une question, je 
ne formule pas dtopinion, je vous demande ce que vous ch 
pensez 7? 

Monsieur FOURNIZR: 
La conpagnie Eddy Match, les marchands dtallumettes a eroupé 
toutes les compagnies d*allunettes en une seule et on lui a 
demandé par la suite de cesser cela. 

Me GERIN-LaJOITS: 
Ctest un nouveau principe, je vous denande votre op&nion. 

Me .FOURNIGR: 
Stil arrivait que les «ros magasins comme Baton, Dupuis et 
Fréres, Morgan, Simpson, si tous ces magasins se réunissaient 


dans un seul centre, 1& vous auriez les slus gros narchands 
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ui vourraient contréler n'timporte quelle ligne; ils 
q ue q 


pourraient vendre meilleur marché que n'inporte quel autre 
marchand et aussi ils pourraient vendre plus cher et sfils 
vendaient plus cher, le consommateur paieraitplus cher. 

Avec des gros marchés comme ceux-148, il leur serait facile 


ade contrédler ls marché. 


> 
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Je vais vous donner un exemple. «au debut de Ltinstallation 
des magasins & chafnes dans l'épicerie, on a cru quiavec la 
concurrence gueces magasins feraient au petit épicier, que 
ce sorait la disparition de tous les épiciers indépendants. 
Gependant, coimie vous le savez, il y @ encore cette concur- 
rence, les épiciers se sont groupés en coopératives ou 
autrenent et ils peuvent de ce fait acheter leurs produits 
% meilleur cocpte. Est-ce qu'il ne serait pas possible que 
la méme chose pe produise dans le domaine des petits daétail- 
lants de produits comme ceux gue nous envisageons ? 

Monsieur FOURNIER: 
Si vous pronez les magasins 4 chafnes comune Dominion Stores, 
Steinberg's, .. & E-, quiest-ce qui est arrivé avec la compé- 
tition qui est survenue 14? Ce sont les marchands détail- 
lants qui se sont réunis en association afin d'avoir un plus 
fort pouvoir dtachat pour pouvoir concurrencer tes magasins 
s chafnes 1A. Si tous les petits marchands adétaillants se 
groupaient, se fornaient en chaines de magasins pour avoir 


un pouvoir dtachat plus étendu, eux pourraient acheter des 
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paquets de cigarettes et les vendre aux mémes prix que ces 
gens-14, mais qu'ost-ce qui va arriver 7% 

Me GERIN-LaJOIS: 
Dans votre opinion, qutest-ce qui arriverait ? 

Monsieur FOURNIER: 
Si les marchands veulent vendre & prix coupés continuelle- 
ment, vendre & perte continuellement, ce n'est pas le fait 
de se réunir ensemble qui va changer 14 situation. Si vous 
prenez le commerce dans la cigarette, il est établi que pour 
le marchand indépendant 65% de son commerce est dans la 
cigarette. Il se trouve ruiné avec cette confurrence » 
Si vous prenez le cormerce d'un autre et gue vous venez 
jeter sur le marché B prix cotitent: le produit que l'autre 
vend, vous ne faites pas d'argent e6 vous ruinez l'autre. 
Si on jetait sur le narché la viande & prix cofitant, ce ne 
serait pas long que 1a concurrence changerait st que les 
marchands se diraient :" On va se réunir ensernble pour 
cesser ce nanége-la". Stils ne s'intéressaient pas a la 
cigarette, ce serait beaucoup mieux, car ils nettent une 
marchandise sur lemarché pour attirer le client, pour 
attirer des clients afin qu'il achetent dtautreseffets. 
Ctost 1X le but du prix coupé. Si tous les marchands pou-~ 
vyaient faire de méme, cela ne serait pas long qu'il y auraiv 
une entente pour élever les prix en général. Dans le cas gui 


nous concerne, vous avez une darchandise, la cigarette, qui 


est jetée sur le narché au prix coftant pour attirer aes 





‘¢ Yano tp vt int | 
a a ba ih bite 9 ee 


Paes Nee 


yi 7 
i 7 
a, 






i as il 


; -elloumrttion ndqiron ‘xing £ oxy daetuer ebuasorss eet i : ae 







oa ” ah 
os 


5 tier et we teeta a \Faraze Lestettne9 ofzed & exbasy (000 





Pp tor te: Sia nei at Texted ay bp otsooens| aha al +, 
’ 1 ati ; 
tuo sup Lease fee tt erteuete et ‘amob oration of Senerg 


a 


an el erat mn evrentbs hoe 6b eo casbaogibed bases at 


















ay, aoiteteiaao9 otten cova “Bertes ovuons en cs Lodteneate 


Sonsv auov ae te ext sn eorepuoo ube hier, auov ie 
; extamri tins ia tuborg ot tnsatoo bre é aioracs el tHe node ; 
Ny pereey" sunhes ci hl die toys b bai pense én BUOV Dow 
; 08 ae : | aartos tive 8 ebanty at baton ae ate Atetot no 2 
q Sod ony. to $terenade acne tivongs ef op pio! aves pre 
tWor aps a ‘<iieba ee BY i“ a: to torts Ge ehandorsen 
al 8 sag Wate cit! & on atte tit -ogbnas 99 Toeeeo 
‘enw daedser a alt 180 aiels cuoouted stetes 99 “yesdousgio 


TOR » tito te af terissé ee, Sdotatief THe abide 


a ‘everidawedunts: tiodbibe tnt up alts eva@Lo eb roilits 5 








 =bor e Stal dhs aot atiod te” er site ub tad of ae tas'd 


~ 
in 


i 2 


awe CLE stig eg $tateg) on steo cone % ectat Santer ; 


Bo at esto tsi to xtug aot xewns “0 caer “ae 
a Le0veniy 6 al (eezbundona aw ete ntlov rease0ned aunt 7 


fun 
ie Hen aoxttes see tds ats a Wi ettet se 
P } i ; . - iy oF 


j 





-2,220- 


clients dans ces nagasins-1a. 

Me PAUL GERIN-LiJOIa: 
Evidemnent, ctest une question écononique ec 1) *y*aucery tea 
guestion de liberté pour les gens. 

Monsieur FOURNISR: 
Ctest 1A guton dit gue c'est une concurrence déloyale. Vous 
en avez des exemples & différentes places ici, dans les 
magasins A Montréal, vous avez 4 certains endroits un ou 
deux ou trois (3) marchands, l'un 4 cdté de l'autre et 
si entre eux il se fait we concurrence désordonnéc, ce 
gui va arriver c'est qu'ils vont se réunir au bout dafun 
certain temps et remonter les prix. 

Me GERIN LaJOIu: 
Avez-vous une idée par vos clients de la proportion, du 
nombre de nagasins, il est question de ces petits magasins 
dans les maisons privées, dans une région comie celle de 
Montréal, par exemple ? 

Monsieur FOURNIGR: 

n nta pas ces statistiques-14. 

Me GERIN-LiJOIZ: 
Sur la question du "dumping" dont vous parlez dans votre 
ménoire, est-ce qutil n'y a pas de malentendu la-dessus ? 
Est-ce que Se ntest pas le cas, actuellement, qu'un pays 
étranger ou ntimporte quel nanufacturier en dehors du Canace 
peut exporter secs produits au Canada et 1&8 payer la douane 


ix 


KH 


© s i a 
et encore il peut vendre sur le co-merce au Ganada a un p 


moins que le manufacturier canadien peut le produire ? 
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Monsieur TRUDZAU: 
En autant gue la marchandise soit vendue A son prix réel, 
au "market value". 

Me GSRIN-LAJOIS: 
La valeur dans son pays dtorigine, cette valeur peut tre 
moindre pour un produit simileire au Ganade eu 6) Iie re 
nanufacturier, il peut vendre meilleur marché et produire 
meilleur marché qu'au Canada, il peut exporter ses marchan- 
dises. De toute facon, dans le corimerce eli genéral, il 
peut y avoir la concurrence des produits étrangers. 

Monsieur FOURNIER: 
Je crois que le produit qui vient de ltextérieur, stil 4 
payé les douanes et qu'il est entré réguliérement au Canade, 
il peut dans certaines occasions se vendre neilleur marché 
gue le produit canadien, mais il arrive, sur le marché canea- 
dien, des marchandises qui tombent sur la loi du “dumping*®. 

Me GERIN-LwWOIE: 
Est-ce qutil n'y a pas une confusion sur le mot "dumping". 
Le “dumping”, c'est la vente sur le marché canadien de 
produits & un prix noindre qu'ils auraient cofté, ou & un 
prix moindre qutils auraient été vendus dans leur pays 
d'origine. Vous avez plusieurs cxemples de marchandises 
yenant sur le marché canadien 4 des prix moindres qu'plics 
peuvent étre produites ici, vous avez les jouets qui viennent 
de l'Allemagne ou du Japon. Si le prix cofitant en allenagne 


est de .25 cents pour le jouet qui peut étre vendu ici a 
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Montréal & un prix ctest-a-dire de . 35 ou 40 cents, il n'y 
a rien qui empéche le manufacturier actuellement de mettre 


a 


son produit sur le marché canadien méme si le manufacturier 
canadien ne peut pas vendre le jouet en bas de .75 cents. 
Ctest la situation actuelle dans bien des produits. «alors, 
c'est de cette facon qu'il y a de la concurrence, c'est 14 


vad 


qu'entre la concurrence pour les ménes produits fabriqués 


ra 


dans deux différents pays. 

Monsieur FOURNIER: 
Il y a certaines marchandises qui viennent du dehors du 
pays et qui viennent ici et qui peuvent tarir le marché 
canadien et il faut leur imposer des taux de douane beaucoup 
plus élevés pour protéger notre marché canadien. Gfest la 
chose qui est arrivée dans le caoutchouc, il y a un an ou 
deux ans, alors qu'il stimportait de la claque du Japon et 
14 on a élevé le taux de douane afin que cette marchandise 
puisse entrer 4 un prix équivalent ou & peu prés au prix du 
manufacturier canadien. 

Me FaVRBaU, c.r. 
Le Gouvernerient fait cela pour que la concurrence sur le 
marché canadien soit maintenue. C'est tellement vrai, qu'il 
existe une loi de coalition et le Gouvernement impose une 
hausse trés élevée des douanes lorsqu'il y a des abus qui 
menacent la cessation de la concurrence sur le marché 
canadien. La, il y a des recorgmandations gui ont été faites 
et des modifications de tarif. Cela crée un probléme énorne 
parce gue la protection du marché canadien a été pris en 


considération et ctest de 1A qu'est venue 1a loi "anti-dumping" 
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Monsicur FOURNIER: 
Si on traite de cette question simplement au point de vue du 
a es pourquoi le marché canadien ne laisse-t-il pas 


a 


aire 


Hi 


entrer certaines marchandises & ces prix-l& pour en 
pénéficier le consommateur ? iourquoi laisse-t-il pas 
entrer la marchandise 4 des prix si bas et alors le consorma- 
teur pourrait acheter et profiter de ces prix-1& . Mon opinion 
est cque cela est désavantageux pour tous ceux qui sont con- 
cernés, autant pour le manufacturier que pour le consommateur 
et ctest également désavantageux pour L* économie du pays. 
Cependant, dans ce cas-lA, ctcst le consommateur qui en béné- 
ficierait. Si le consommateur peut avoir un certain produit 
& un prix , mettons dé .25 cents, pourquoi ne pas lelaisser 
entrer ? «Au coft de la vie aujourdthui, il serait trés 
heureux de payer noins cher, cependant, on va lui mettre des 
prix, des douanes plus élevées ct au lieu de payer .25 cents 
pour un article, il va payer .40 cents ou .50 cents et 14 
encore, c'est le consommateur qui va payer ce prix-1a. 

Me GERIN-LAMOIL£: 
Je comprends votre point de vue, la question est délicate, 
nais c'est parce que le Gouvernement Ganadien veut protéger 
le nanufacturier et également protéger le détaillant. Je 
comprends que de la fagon que vous suggérez, il est impo sé 


des douanes & certains produits plutét que de laisser le libre 


cours de la concurrence, mais vous comprenez que cfest pour la 
protection du manufacturier canadien. Cspendant, il y aurait 
peut-étre lieu d'une réorganisation de notre économie politique, 


selon votre opinion. 
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Monsicur FOURNIER: 


Un renaniement économique qutontrafne une réorganisation qui 


par contre, entrafne une grosse perte financiére au commerce. 


Me GERIN-LaJOIE: 


A la page 4, est-ce que vous proposezZ .... vous ave a la 
page 4, le commencement est au bas de la page 3, vous dites ; 
"Le Gouvernenent ne pourrait-il pas faire lui-ménme sa part 
dans cette entreprise en donnant une décision qui donnerait 
aux marchands détaillants un bénéfice raisonnable dans la 
vente de leurs produits et qui, méme s'il le faut, dévermine- 


rait le prix de la revente des marchandises An UN. DBL EL ES, 


tout en pernettant aux manufacturiers de canceler les comsan- 
des faites par des maisons qui voudraient couper les prix 
de vente en bas du prix suggéré". Avez-vous guelque chose 


& ajouter sur ce point ? 


Monsieur FOURNIER: 


Gtest-&-dire, en permettant aux manufacturiers de suggérer le 


prix de revente. 


Me GERIN-L.J OIL: 


Yous ne proposez pas des prix fixés par le Gouvernement ? 


Monsieur FOURNIER® 


Non, gui permettraient aux manufacturiecrs de suggérer un prix 
de revente et de permettre aux manufacturicrs , si le détail- 
lant ne suit pas les suggestions, que le nanufacturier puisse 


lui retirer ses produits. 


Me FAVREAU, c.r. 


Cos articles qui soit des articles accessoires au conmerce 
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normal du tabac, en vendez-vous également 4 d'autres magasins, 
& dtautres Gvuaillants ? 

R Oui, certainenent. 

Monsieur TRUDSAU: 
Il y a des articles qui sont trés bien spécifiés, catalogués 
pour aller chez le tabacconniste et nous avons aussi des iten 
gui sont vendus chez les bijoutiers. 

Me F.uVRBsU, C.re 
Bt les petits restaurateurs, les petits épiciers 7? 

Monsieur FOURNIER: 
Oui, il y a certains produits que nous vendons chez les epi— 
ciers, ce que nous appelons des "sundries", des pierres & 
briquet, de l'essence & briguet, nais l'épicier n'a pas la 
garime compléte que le tabacconniste peut avoir. 

Mc GERIN-LaJODG: 
Est-ce gue vous croyez qu'une législation gui pernettrait 4 
un nanufacturier, par exemple, ou un gouvernenent quelconque 
qu'il puisse dire % un grossiste de référer a la Commission 
ou une Coriission Gouvernementale le cas de coupe excessive 
dans le prix dans certains produits qui sont vendus dans Le 
coumerce en général; est-ce gue vous croyez qu'une législa- 
tion gui permettrait de référer un tel cas & la Commission et 
qui pernettrait & la Gommission de décider stil y aurait lieu 
de pernettre de vendre & un tel prix ou non, guelque soit le 


produit gue cela peut tre; est-ce gutil est dans votre 


. 


opinion qutune telle Gommission devrait 6tre créée pour 1légi- 


* 


férer d'une fagon quelconque et appliquer des sanctions aux 
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mnanufacturiers ou détaillants méme qui vendraient & un prix 
indu, qui couperaient & un prix indu ? Le nmanufacturier dont 
le produit serait vendu 4 un tel prix pourrait référer & la 
Commission Gouvernementale le cas et demander des sanctions 
contre le détaillant délinquant; est-ce que dans le cas il 
ne serait pas suffisant dtavoir une telle Commission gui 
verrait au maintien des prix, 4 un prix adéquat pour le 
consormateur ? 
Monsieur TRUDEAU: 
Oui, dans notre co:imerce nous vendons surtout des "branded 
lines” fabriquées par des compagnies qui sont dans le cormerce 
depuis environ 60 ans et méiic plus. Ds fait, nous sommes nous- 
' : 


Merles dans le commerce depuis environ 60 ans. 
a 


We cover Canada from Goast to Goast .... 


(The evidence that follows is reported in English by Mr. Robert 


Young, shorthand reporter). 


Maurice Guay, 
Sténographe officiel. 
Montréal. 
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MR. PAUL TRUDEAU: In our organization we 

sell most of tne branded lines, and we have oeen 
in the market for over 65 years. we have covered 
Canada from coast to coast, and we see actually 
there is a little uncertainty in tne retail trade, 
and some retailers to poost their sales, and we 
will take for example one oi the most respected 
lines -- Sunoean -- we have seen Sunbeam kick out 
the football since last Christmas and they have 
been kicking names like Ronson, Parker Pen and 
waterman -- all those being kicked around so 
actually tne retailer does not know what price to 
quove because Joe Brown will ask $29.50, Jim Smivh 
$27.50. He is not making, enough profit anu I 
think there is a little uncertainty in the trade, 


ao Cucikl y.. 


-~--The hearing concluded at 60.15 p.m. 
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THE CHAIRMAN: I think perhaps before we 
have any presentations this morning I might just 
say a word or two about the proceedings that have 
gone on before this meeting. 

The origin of the inquiry into loss 
leaders by the Restrictive Trade Practices Commis - 
Sion goes back to the report to parliament of the 
MacQuarrie committee, which was set up in 1950 and 
which reported at the end of 1951 on the subject 
of resale price maintenance, It recommended that 
resale price maintenance be abolished or prohibited, 
Legislation was passed making that effective. 

The MacQuarrie committee, in making that 
recommendation, also recommended that a study be 
undertaken of the effects of loss leadering, the 
whole subject matter of loss leaders -- what they 
consisted of, in what fields they were used, and 
what the effects were, 

The MacQuarrie committee was of the opin- 
ion at that time that loss leaders were not very 
prevalent because we were living under very prosper- 
ous conditions under which merchants generally were 
able to sell almost everything they put into stock. 
Therefore there was less temptation to indulge in 
loss leadering or anything of that kind for the 
purpose of getting business, 

Then, in the next year the full report of 
the MacQuarrie committee was received and the Res- 
trictive Trade Practices Commission was established. 


Immediately after that -- and I think I should 




























COCs = 
| | een 
ow stoted nities std I TAME AD 5 7 _ 

| deut tdgtm T gotirom atad sinadhonnone <0 oral 
ever tad? Agatnoosony orld ‘duods ows 10 Brow S ¥88" 

| | .gitidoom abit eroted m0 satay 

eaol odat yrtupat sc? to. atgite ot: 

-atnmod reotionrt sbavT svivotideof odd yd arobset 
ons to tnoematixeg of SHoqert edd od xosd 8903 nota 

vA bets O8@L oI qu Jee esw dobdw .290cd Limo slrravQosm 
Jootdue edd 10 reer to ‘tere. ent ts batixoqer dotdw 











- 
1. 7 







Jad3 bebrenmooer 31 » SON EM oS ME Sart soltg elsact to 
hi. .bedididorg xo bedatfods of somsnsdtatem eoing alseot 
f vovitoetis tedd gabien beaesq ase esttiabon 
| dad? gitfoiem ak ,esdd Immoo eirrsufosM oAT 

ed youde e dade bebasmmoast oals _fotd sbasamoost 

edt ,gitbrebsel saol 10 atostte on to ceded rebrrsy 

yous ¢adw -- arebssl Beol to odd toot dive ‘eLorw 
bore ,Seau otaw yedd 2bfett dendw nt to bedetanoo 
| -oxsw esootts ont dadw 

ad “«fitgo edd To saw sedtinmon sfrrsuposh ent 
vrev ton stow avebset wand tsdd emt? tadd 3s nok 
Ih -Teqsord rev rebarss patves otow ow sausosd gaslsverg 
7 ‘T9W vilsteneg avasdorem dotdw repay aitord Ebstoo avo 
Hoots od cut Sug yarid ghndeetove Teomis [ioe ot elds 
ft eglubat | a8 nokdsiqmad eeol ssw otodd enoteredtT 
edt tol boa tsrid ‘to aitdd yas as) giivebsel ssol 
,eeenttend antijas %o ssoqiuq 

to droqet {Iu% ost 189% dxont, ort ot “fief 

-a9h ofit bas beviooot asw sods tatoo ob su 90sH edd 
. bedalidatas asw molested asoltosrd ebarT evitolad 
bivore I vntdd I bas ~- tedd tedts yLotstbemmi 





= 2304 « The Chairman 


emphasize this -- immediately after the appointment 
of the Commission an inquiry was begun into the sub- 
ject of loss leaders by the Director of Investiga- 
tion and Research under the Combines Investigation 
Act. That was a fairly lengthy inquiry, and was 

the beginning of the present inquiry. 

At the end of last year, or the beginning 
of this year, the Director of Investigation and 
Research had secured all the information he felt he 
was able to secure, He compiled that material in 
a@ book which you see on the desk in front of you -- 
the green book, This has been distributed to all 
the organizations or individuals which had expressed 
any keen interest in the subject matter of the 
inquiry. 

That statement of information and facts 
which the Director had obtained was submitted to 
the Commission; and then it became the Commission's 
duty to proceed further with the inquiry, with a 
view to getting all the information we could through 
the medium of public hearings and the presentation 
of briefs or any material which people were able to 
present to us. 

As a result of that we have been holding 
hearings in various cities of eastern Canada, and 
we are now about to proceed through western Canada, 
This is the first of the hearings in western 
Canada. We have notice here of one brief which 
is to be presented on behalf of the Retail 


Merchants Association, Saskatchewan branch, And 
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if there are any others in the room or any who may 
come here while we are sitting and who would wish 
to present briefs, we will not refuse to hear them 
even at this last minute, 

IT thought that this introduction might be 
helpful to explain the time which has elapsed since 
the legislation was passed at the end of 1951 and 
concerning which some comments occasionally are 
made. But the inquiry was really launched as quick- 
ly as the MacQuarrie committee had in mind, It was 
launched immediately after the setting up of the 
Restrictive Trade Practices Commission, and we have 
been proceeding with it for the last three or four 
months -- indeed, since the statement of facts and 
information was submitted to us by the Director, 

This morning we are about to hear a 
brief and the discussion of a brief. It is to be 
presented on behalf of the Saskatchewan Retail 
Merchants Association, I understand Mr. Shelly 
is here for that purpose. Do you have copies of 
your brief? 

MR. SHELLY: Yes, I have some copies. 

THE CHAIRMAN; I think for the purpose of 
handling the brief it might be as well to read it 
and to make any comments you may desire to make on 
any points as you proceed with the reading of it. 
Then, you might add any further comments you wish 
after you have finished reading it. If that is 
convenient to you it would be satisfactory to us, 


and I think it would be likely to give a more 
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complete picture than if you were to begin discuss- 
ing it without first having read it. 

MR. SHELLY: Mr, Chairman and Commissioner 
Favreau, first of all I should like to say how 
pleased we are to have the opportunity of presenting 
this brief to you today. 

First of all, I should like to make one 
modification, There is no change in the body of 
the prief. The brief is as it was originally pre- 
pared, and you have had copies of it for some time. 
But a few days ago at Edmonton the annual meeting 
of the National Foods Division of the Retail 
orotate Association was held, as well as the 
annual meeting of the Dominion Board of the Retail 
Merchants Association of Canada; and on that 
occasion this Saskatchewan brief was studied, And 
s0, with your permission now I am presenting this 
brief as a joint brief on behalf of the Saskatchewan 
Retail Merc.ants Association, as was originally 
intended, and aiso on benair of the National Foods 
Division of the Retail Merchants Association of 
Canada, 

I should say, too, that each of these 
podies --- 

MR, FAVREAU: The National Foods Division, 

I understand, is one of the trade sections of the 
Retail Merchants Association? 

MR. SHELLY: One of the national trade 

sections of the Retail Merchants Association, but 


it has autonomy in its own right, just as the 
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Saskatchewan division has autonomy in its own 
right. 

MR, FAVREAU: Yes; go on, 

MR. SHELLY: And on that, even though 
both these organizations are autonomous, the Domin- 
ion Board of the Retail Merchants Association of 
Canada is very pleased to endorse this brief on 
behalf of these two divisions, 

Then, I wish to introduce these gentlemen 
here, if I may. I would point out that Mr. Rands 
is here as the national secretary of the National 
Foods Division, and also the natimal secretary of 
the Dominion Board, Then we also have Mr, Grant 
from Winnipeg, who is the newly elected dominion 
president of the National Foods Division, We have 
also Mr, R, E, Walker, secretary of the Saskatchewan 
Retail Merchants Association, Then, somewhere in 
the mud between Prince Albert and this city there 
is George Whitter, president of the Foods Division 
of the Saskatchewan Association, He is coming down 
and he should be here as soon as he can get here; 
but he is travelling in the mud, I understand, 

Now, I have handed you copies which have 
been signed by the respective officers of these 
different associctions, Of course these people are 
here to support the brief. 

Before going into the details of the 
brief itself I should like to convey a message to 
you, if I may, While I was in Edmonton a few days 


ago Mr. H, A, Fairbairn, President of the Alberta 
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Retail Merchants Association asked me to convey 2 
message to you. He indicated that, although your 
Commission is sitting in Edmonton tomorrow, I 
believe it is, and while they do appreciate the 
opportunity thus provided them for appearing before 
the Commission, still, in view of the fact that this 
brief is being presented here today they have felt 
that it meets their needs and they will not be taking 
advantage of the opportunity to appear tomorrow. 

THE CHAIRMAN; They feel they have nothing 
further to add? 

MR. SHELLY: No, nothing further to add. 

I should say at this time that at some later date 
there will be a consolidated brief presented to 
your Commission by the national body. So tha t this 
does provide a further opportunity for Alberta or 
any other section to submit any additional material 
they may wish to submit. 

THE CHAIRMAN: That will be at Ottawa, in 
the final hearing, 

MR. SHELLY: Yes, With that brief comment 
by way of a preliminary, I should like now to pro- 
ceed with the reading of this brief. I shall have 
some comments to make as I go along. Of course you 
will no doubt be asking me questions as I go along, 
too, If you have any occasion to do so, you might 
ask those questions, 

THE CHAIRMAN: We will try to reserve our 
questions until after you have completed your 


brief, 
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MR. SHELLY: The first paragraph is as 
follows: 

Thanks to Director of Investigation and Research 

At the outset, we wish to record our 

appreciation for the material collected by the 
Director of Investigation and Research for the 
purpose of laying it before the Restrictive Trade 
Practices Commission, in connection with the 
inquiry into loss leader selling, This material 
became available to us in book form and we shall 
in this brief refer to it from time to time as 
the Director's Research Report, 

THE CHAIRMAN: On a number of occasions this 
document has been referred to as the "Director's 
Report." It is not strictly speaking a report, 

MR. SHELLY: I understand that. 

THE CHAIRMAN: It contains no conclusions 
and no recommendations, It is merely a statement of 
fact and information he has obtained, So long as 
that is understood, and so long as there will be no 
misapprehension, you may proceed, 

MR. SHELLY: All right. I continue: 

We have found this material very helpful in con- 
solidating our thinking to the end that we might 


come up with a practical remedial recommendation, 


Loss Leader Prevalence Varies According to State 
of Economy. 


It would appear superfluous on our part to 
add any additional material concerning the preval- 


ence in Canada of loss leader selling in the accepted 





a i ae 


a oar od mae vad ad int 
i ef yd besoetion Takved.en itd 07 Hobdebsoraye 
end ro? doresasl bas Hold eg tt geval to royoorrt 7 
aber? ovidolatasd add oroted tt yotyel to Seoqruq 
oul ddtw ciokd ganeoD ar Mo hax Emme eeottosrt 
Isteden alaT -gnkitea nebael ‘gaol odatt ritupet ; 
- Ltatie ow bas amot Nood al ass od ofdeltevs emsood 
a 26 omit of tate mort af of aster tobtd atdd nt 
: |  Hroqal douseael elrodoortd odd 
’ aldd atolessoo to tedmum ¢ 90 AMAT ABS a ae 


e'xodsor ta” edd ae o¢ Serrstex ndod eed dnémyoob 























Sroget 8 gitiiseqa Uliotise Jom et IT “" Stoqen 
Jed bosdevobay I Haimne JAM 
atioLautscios om antstmos 3h AMAT ARO ait 
to Saontetate & yLorem et 31 , AiO EY abersmmdndy om brs 
as gmol 08 \bemtstdo asd otf Hoktamrotat bas tos? 
of of iftw sao? ea giof-oe bas (booteavebas ef tadz 
7) | ae .besootg yam voy ,solemeretqqsatm 
sum lvaos I .iiigis COA yyadane > iM | 
-oo af Iutqled yrev Tetyod an aide bavet oved oW 
dogin ew tod? bos afd oF gahantad avo. gitvsbtios 
Koldebasmmooss Lalbented ae s ddiw qu smoo 






of daeq v0 Ho evoULItequa tesqgs piuow a | 
~isverg oft goloreotos Lelvedan isnoliibbs yas bbs . 7 
_ -batqooos odd WE gables “ebset aeol to abens) at soa 






. 


ee y a rn 


That is, in the accepted sense as we think of the 


- 2310 - Mr. Shelly 


sense. It is clear from the Director's Research 
Report that the extent of loss leader selling is 
related to the state of the general economy, there 
being less of it under favourable economic con- 
ditions and progressively more of it when produc- 
tion and employment are declining, 


Prevalence of Loss Leader Selling Most 
Common in Food Field 


Again, the Director's Research Report 
reveals that loss leader selling, in the accepted 
sense, is more common to the food field than to 
other classifications of retailing, The report 
further confirms that the loss leader device has 
been used by all categories of food retailers but 
that in some cases, it was apparently used only as 
a seemingly necessary defensive measure, 

This Brief Speaks for Food Field Only 

At this point we wish to state that this 

brief concerns itself with the food field only, 


in the accepted sense --- 


field, Then the brief continues: 


--- and that any remedial recommendations con- 
tained herein are intended for that field, Quite 
possibly, other classes of retailing might wish 
to recommend adaptation of our proposed formula 

to their trade following due study. That is 
something for the respective other classifications 


to consider, 


‘food 
























hehe: 
al patties ound: seol 20 3 vine 


otsdd “pwmonto99 ferones. endo iia —_ ” 
foo otmonooo efdsvovet cobs a duricie gated — : . 
~ouborg facw tt to stom yLevteaotgorg: bus anotet5: _ 
| saninkioed, a8. versergolgme: bas note 
Jaolt galllos be Se ‘to ren 












taoges Amasent s'rodoontd oti sitags 
botqooes edt nt waokiles ebsol eaol 3 acta alseven 
od madd bLott hoot add of rrommo9 orromt at sete 
troqer ed? , .yotitedor to anotisorttenslo sotto 
. asi eotveb xebsef enol ond gerd amrEit09 aorddnwt 
dud eroliadsr boot to solinget ae ifs vd beau aeed 


as yino boar vidaersqas saw dE ,ao8no emoe nk dats 


.orbasom oviartsta vrseasosn vigatnees 8 
00) | bios boo% 





etdd gant adste o¢ "deki ew gehen: abda 1A . 

.Citio bhatt boot ond agtw 4loadl artgorion toni 

-—- oattoa bedgeoos orld at 
boot erfd to ainkdd ow es eRitog badqeoor ert at cat tat 
| resuatsaog telad ont not DIS’ 

a ~f09 anotd sbiremiooox Lstbouters yas tedd bag ~-~ , 

7 adiu@. .bLoLt 3 sts “0% bebmedat O18 akowed pontsd 
i. detw' dAg.te ant iteder 20 aseesls sonldo uidtenog 
siento? beeogorg THO to nolésiqabs birommnooex og 
ak Yan? .youte oub gttwoltot sberd stedit 08 
anoldeoliteaslo Torito ovidosauon oxi ~ gnitdd smoe 
«eeblenoo ot 





-~ 2311 - Mr. Shelly 


This same Mr. Fairbairn, President of the 
Alberta Merchants Association, who is a hardware man, 
is much taken with this formula. He is very actively 
considering its adaptation to that field. No doubt 
we will hear more about it at some later time. Then 
I continue with the brief. 
Deceptive Loss Leader Selling is Anti-Social 
The Director's Research Report makes it 
abundantly clear that under certain conditions, 
selling by a retailer at cost or even below cost 
is not in the category of loss leader selling in 
the accepted sense. On the other hand, loss 
leader selling in the accepted sense is admitted 
to be deceptive both in concept and effect, We 
Suggest that this latter category can properly be 
classed as an anti-social device, 
Repulsive to Fair Minded Retailers 
The use of a deceptive device is repulsive 
to fair minded retailers. However, if employed 
by their competitors even fair minded retailers, 
in the interest of survival, reluctantly resort 
to this device knowing all the while that it has 
a degrading effect on the industry as a whole and 
loses for it the respect of intelligent consumers. 
On page 56 of the Director's Research Report one 
co-operative operator is quoted as saying: 
"Purchasers are a very gullible lot and a large 
percentage are badly deceived into thinking that 
the loss leaders represent the general price 


level in that store," 
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I know that there were contrary opinions 
expressed also in this report. Then, the brief 
continues: 

Anti Loss Leader Legislation Very Common 

The Director's Research Report shows that 
as early as 1902 the State of South Carolina 
introduced anti loss leader legislation, But it 
is since 1935 that modern anti loss leader legis- 
lation has become extended so as to embrace some 
thirty states of the U.S.A. In recent years some 
Canadian provinces too have passed similar legis- 
lation, Generally, this legislation has imposed 
a legal floor price ranging all the way from 5 
per cent to 12 per cent over cost, with provision 
for exceptions to permit of clearance of perish- 
ables, damaged goods, etc, 
A Simpler Law Seems Very Desirable 

The Director's Research Report indicates 
for example that in the case of one state "much 
of the Act's effect" appeared to have been 
achieved without prosecution being necessary. In 
some other states sharp operators soon found loop- 
holes, through use of coupons, premiums, etc., 
to undermine the intent of the law. All in all, 
however, it would appear that these statutes, 
although often difficult to enforce, have more than 
justified their existence, Nevertheless, we are 
very conscious of the desirability of providing a 
simpler method for purpose of a federal law and 


it is the purpose of this brief to recommend a 
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simple specific formula for the consideration 
of the Commission, 


Concerned With Consumers and Fair Minded 
Efficient Retailers Only 


We are too realistic to hope that a solu- 
tion can be evolved which will satisfy everyone, 
Having regard to the ease of entry into the food 
field, it is a normal condition for this industry 
to be blessed with numerous operators who know 
nothing whatsoever about the conduct of the 
business or of the responsibility of this industry 
to the consumer, to labour, to processors and to 
primary producers. We are not pleading the cause 
of these floaters, nor are we proud of them as 
inadvertent members of our industry. We are con- 
cerned with reasonable equality of opportunity on 
a merit basis for fair-minded efficient operators, 
be they large or small, and we believe that con- 
Sumers too are sympathetic to this category to 
the end that the consumer might enjoy best 
possible honest values and satisfying service. 


The Objective ... Free and Honest Competition ... 
No Price Maintenance .,, No Floor Prices 


We do not believe that in the food field 
So-called price maintenance is either desirable 
or necessary. 

We do not believe that in the food field 
it is either desirable or necessary to provide 
legal floor prices by compelling pricing at not 
less than so much over cost. 


We believe that an adequate normal play of 






















 saoyreve viatdse tw dotay rphrae od ‘aso nokt 
boot ert? oda wrdae 10 ses9 odd of onagor “gatvst 
yideubat add 10% fottEbace Lemron 8 at at bert 
worn! ork atod ereqo avoremsset dw hesdata od od 

7 add to dosbio. ocd duoda soveoadadw antdson 
gisavbet etd? to yibLidbenoqaen edt to ‘x0 ‘ensatand 
- ‘od bes srogaesorg od toda og <Temsssto ond od 


eevee ond yitbsolg dom ots OW . eta9ubord eramirg 


3 


ae mond to byotg sw OB yon ,aredsort seordd to 
“109 618 9W .ytdaubnt avo to exedmam Jnodisybant 
fo xd biydrogae to ylilsupo ofdsnoeset ditw hemrres 
.stoderego Intetottie Sobutm-tiet 10? atasd divom s 
=too date ovatisd ow Das ft Lenre te) eytsl ysid sd 
od yaogatso akdd ot ofterdtsgaya ous oot sromun 
deed yotne ddgin tagiiasion orld tedd bro add 
.ootvrsa gaiviaitss bas oouLey Sastion oidtasoq 

ah tiotd ttogmod dnsnol brie sent ee evidostdo oaT 
xT 20: <o ou. A aiod bd ov 





bLekt boot sdd at nets wuinsad.2 tom ob. aW. | 

efdexstasb tenite ef somanod ent su eotag bellso-o8 

| | “UTSaK900H TO 

; BLOAT Soot sad mt wade evelfled dom ob eX 

[ abiyorg od YISEdSDSM TO. 9idartesb. mendto. at af 7 
tom 36 aototuq BtliLogmoo yd sealing toolt Lagol 

See seve dena os meds. aeol 
to oe: Learroa atta evelled HW 4 








- 2314 . Mr. Shelly 


honest price competition should be safeguarded, 
Curtailment of Deceptive Pricing 
We are concerned with the curtailment of 

a device that is deceptive in its concept and 
effect and we respectfully recommend a simple 
formula which, if given legal status, would pro- 
duce the desired result on a self-policing basis. 
This formula --- 

The point of self-policing is very important, I 

9 Suggest. Then the brief continues: 

This formula, in principle, consists of making 
it obligatory for any retail unit to supply on 
request any food store unit at the same price at 
which any given item was available to the con- 
sumer, less an appropriate specified wholesale 
discount. This general rule of course would 
be subject to stated qualifications to permit of 
legitimate clearances, etc, 

To elaborate, the reason I do not say simply 

"retailer" is that some organizations of course oper- 

ate a number of units so the thinking here is that 

whatever rule would apply, would apply to every unit 

even though it is a multiple unit organization, 

To continue with the brief: 


Formula Merits Support of Consumers and 
Fair Minded Retailers 


Since this formula promises effectively 
to curtail deceptive pricing as well as other 
deceptive practices which are by-products of 


deceptive pricing, it merits the support of 
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consumers. 

And we are sincere about that. And I 
think I can say, basing this remark upon press 
reports we have seen concerning the brief submitted 
to your Commission by the Canadian Association of 
Consumers i we can say that we are fully in accord 
with the brief presented by the Canadian Association 
of Consumers. We are opposed to the same things to 
which that brief expressed opposition. As I under- 
stand it, that brief left the door open for the kind 
of strengthening of legislation which would do away 
with deceptive devices. And we feel that in this pro- 
posal we are making here today we have that kind of 
formula, 

I should like to say at this point, too, 
that we have had no hesitation in going to the con- 
sumer with this formula. We thought that would be a 
good thing, before the Commission got here at all -- 
and this was done without any publicity whatsoever, 
so far as the formula was concerned, I had an 
opportunity quite recently to meet with a committee 
of the executive of the Saskatchewan division of the 
Canadian Association of Consumers and we spent some 
hours going over this brief, clause by clause. 

While the provincial body of course necessarily does 
not express itself in any way on matters of policy 
-- that is left for the nationallevel -- yet I felt 
that it was very useful to go over this material so 
that there would be an understanding of what is 


involved. And I am sure I can say that the ladies 
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who met with me supported what is contained in this 
brief, 

ena by the way, I can say that they had 
with them as a consultant an economist from the 
University of Saskatchewan, I am referring to Dr. 
Mabel Timlin, I am sure that all these ladies fully 
understand the meaning and the implications of every 
clause contained in this brief. And, subsequent to 
the meeting of that committee, Dr, Timlin examined 
and read the report on the Grice and submitted it 
to the Saskatchewan president, Miss Atkinson, I 
believe she is here today. At least I know she 
intended to be here -- yes, I see that she is here 
as an observer, 

And so, the whole thing was gone over again 
by the full meeting and the executive of the Saskat- 
chewan division of the C.A.C., where a decision was 
taken to submit Dr, Timlin's report and a copy of 
the brief to the national level, with a covering 
letter by the Saskatchewan president who, I am happy 
to say, has a great deal of retail background in her 
own right. This is also very helpful. 

Iam just saying that in passing to indi- 
cate that we have no hesitation at all in going with 
this formula to the oasis, feeling that it pro- 
vides an opportunity to meet the problem which does 
exist in such a way that the consumer can give it its 
blessing, 

There has not been adequate time to hear 


from the national headquarters of the C.A.C, 
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However, when Mr, Rands goes back ina day or two he 
will be able to get in touch with the national pres- 
ident and pursue the matter further. But we are 
very hopeful that we have found a common meeting 
ground, 

Then, to continue with the brief: 

Fair minded retailers will welcome the 
formula because it retains freedom of compet-— 
ition while at the same time providing them with 
2 source of supply at a cost which at least pro- 
tects a portion of their cost of doing business 
when meeting uneconomic competitive prices, 
Private Brands no Exception 

If any retailer bemoans the fact that this 
formula provides competitors with the right to 
retail his own private brands at his identical 
retail price, incidentally yielding them perhaps 
half the customary gross mie atin it might be 
opportune to remind him that the operators who 
promote private brands have been noted for their 
insistence that it is their right and privilege 
to do anything they like to the retail price of 
a nationally advertised product. This formula 
falls far short of providing a similar oppor- 
tunity to competitors of a retailer who promotes 
private brands in so far as the sale by them of 
his private brands is concerned, 

That is, the effect of this formula is this, that it 
does give his competitor an opportunity of meeting his 


private brand prices with the same items at a very 
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40) nominal margin, But, by the way the formula wore 
it does not provide them with an Opportunity of 
underselling him. Because immediately he does that 
it puts him in a position where this first retailer, 
who promotes the private brands can step in and re- 
buy that merchandise so that the other man would not 
have any to sell. That is the way it works out. 
Then, to continue with the brief: 

The Discount Rate 

Traditionally certain staple food store 
items are priced to yield a relatively low gross 
margin, It is recommended that for purpose of 
this formula the discount rate on these items be 
set at 5 per cent. All other food store items 
traditionally are priced to yield a higher gross 
margin, It is recommended that for purpose of 
this formula the discount rate on these items be 
set at 10 per cent. It may be noted here that 
in the U.S.A. margin percentages provided for 
purpose of anti-loss leader laws range from 
5 per cent to 12 per cent, 

Wide Scope for Normal Play of Honest Price Competition 

In the aggregate this proposed discount 
would be the equivalent of perhaps one-half of 
the gross margin percentage obtained by the 
typical independent food retailer in the normal 
conduct of his business and less than one-half 
of the gross margin percentage obtained by the 
typical chain operator who is on the direct buy- 


ing list. The chain operator of course performs 
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his own wholesale function. 

Therefore his combined gross is greater 
than the single gross of the independent retailer, 
The brief continues: 

Ltewillebeasesn, By aoe: that a retailer has 
pricing freedom, without making the proposed 
formula operative, to the extent of forfeiting 
approximately one-half of his total normal gross 
margin, a level which would not allow him to break 
even on his operation, 

I am sure if you take all the figures before 
you in regard to the typical gross margin on this line 
of business, ranging perhaps around 14 per cent or so 
for the independents, and higher than that for the 
pba net, when they take into account the combination 
of functions they perform -- wholesaling and retail 
distribution -- it will be seen that we have a formula 
here which would allow scope for what I call honest 
price competition ~-- approximately half of that total 
gross margin, and even more than that in the case of 
chains -- this is a very wide Spread, having regard 
to the fact that according to the figures of the 
Dominion Bureau of Statistics the net profit of the 
industry in Canada, year in and year out, runs not 
very far from right around 2 per cent, 

So that you can see that this allows scope 
for the retailer if he honestly wishes to give good 
values, superior values to anybody else, to the 
consumer. He can lose three or four times his normal 


profit before even making this formula operative. 
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Then, to continue with the brief: 
This is an effective answer to anyone who 
Suggests that the proposed formula would result 
in a higher price level, So, while there is 
plenty of scope for honest price competition the 
minute a retailer engages in deceptive pricing 
he thereby opens the door to his competitors 
for supply on a basis which enables them to be 
competitive with him while still recapturing at 
least a portion of their overhead cost, 
I use the words "deceptive pricing" there in the sense 
that loss leader selling in the accepted sense is 
recognized as a deceptive device, 
And now we come to the formula itself. In 
the brief we say this: 
The Formula 
We shall now proceed with a description 
of the proposed formula and its necessary mech- 
anics, 
And, before going into this I should like to say, 
with all due respect to the legal profession, that so 
far we have not seen fit, or have not seen any occa- 
Sion to confer with any members of the legal pro- 
fession on this brief. It is here in laymen's 
language. I know that when the time comes, as we 
hope it will, that this can become translated into 
law that then it could be clothed properly in 
precise legal terminology. 
THE CHAIRMAN: I think there is no doubt 
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intent is. 
MR, SHELLY: Yes, that is riche, 
THE CHATRMAN: And the subsidiary ideas that 
go with it. It is just a matter of drafting, 
MR. FAVREAU: Besides that, many laws should 
be translated into laymen's language, 
MR. SHELLY: Quite so. I had considerable 
experience during the war in this connection, And, 
by the way, may I say I am sorry Mr, Whiteley is not 
here, because I used to work with him in Ottawa in 
connection with the Wartime Prices and Trade Board, 
I had a lot to do at that time with the drafting of 
regulations and so on, and worked in conjunction 
with lawyers in drafting laws. 
The brief continues in this way: 
1. Obliged to Sell 

Except as otherwise provided, any retail 
unit, upon request, shall sell to any retail 
unit in the food field, any item commonly sold 
in food stores, at the lowest net price at which 
such retail unit had it available to the consuming 
public on the immediately preceding business day, 
less the applicable wholesale discount set out in 
clause 2 hereof, 

May I point out at this point that there is 
good reason here for the use of the words "the 
immediately preceding business day", It would not 
work without having that provision in there, because 
we find from time to time different organizations 


using this loss leader device in a manner which could 
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not be pinpointed very well. It may be done with- 
out any advertising, It may be without any indi- 
cation or any advance indication of any sort. The 
only indication of it may be an announcement over 
a loudspeaker in a store to the effect that in the 
next fifteen minutes or the next five minutes, as 
the case may be -- whatever time is mentioned ae 
certain brand of coffee or of some other commodity, 
will be sold at 20 cents a pound off, and that sort 
OF Uhing. 

So you can see that unless we extended the 
privilege to retailers in making that purchase, 
unless we extended that privilege to the next day, he 
would have no Opportunity of exercising it because he 
would have no knowledge of it until the next day, 
generally speaking. 
| THE CHAIRMAN: On the other hand, it must 
be exercised very quickly or it will not be useful, 

MR. SHELLY: We will come to that later. 
We have a quantity stipulated, Unless it happens to 
be in the category of a clearing item -- and you 
would be quite right, Nobody is concerned, of course, 
about a clearing item, But, at the same time, we have 
to mention that. We have to have provision for it, 
However, the honest clearing item is not the problem 
being considered here at all, Nobody will say 
that, 

THE CHAIRMAN: That me the effect of the 
statement you make is that they do not object to 


Clearing items at the end of the season, or distress 
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selling, where it is necessary to get rid of stock? 

MR. SHELLY: That is right, yes. But one 
has to have a special provision for that;otherwise, 
by not having it it would cause trouble. Now I con- 
tinue with the brief: 

Note: Often loss leaders are available for 
unstated minutes only and without prior indi- 
cation concerning time of day, Therefore, the 
Stipulation that a retailer's right to buy 
(unless otherwise provided) applies on the 
Succeeding business day, 

That refers to Clearing items, of course, Then, we 

continue: 
2. Wholesale Discount 
The wholesale discount referred to 
throughout different clauses of this formula 
shall be 5 per cent on items listed in the sched- 
ule below and 10 per cent on all other items, 

Note: Exempted from this provision are any items 
Such as fulid milk, etc., where the price is 
governed by duly constituted government approved 
boards, 

In some provinces, in the case of milk, the 
price is controlled by the government board, In some 
provinces milk is in the same position as soap, or 
any other item, Speaking from a competitive standpoint, 
Them we continue in the brief to set out the 5 per 


cent schedule, It is as follows: 
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The 5 Per Cent Schedule 


Fluid milk and canned evaporated milk 

Eggs 

Butter 

Margarine 

Lard 

Shortening 

Tea 

Coffee 

Tobacco 

Cigarettes 

Granulated sugar in units of 5 pounds and larger 
All-purpose flour in units of 10 pounds and larger 
Salt in units of 50 pounds and larger — 

Stock feeds in units of 25 pounds and larger. 

I might say that that list of items repre - 
sents a very large proportion of the total food store 
sales, They are the staples. And so there the 5 per 
cent would apply. That is the recommendation we make, 
Any other items would be 10 per cent, 

Now we come to the third clause, where we 
deal with the question of quantity. We say in the 
brier: 

3. Quantity 

Except as otherwise provided, the maximum 
quantity that the selling retail unit shall be 
obliged to sell to any one purchasing retail 
unit of any one given item shall be to a value 
of $300 after deducting the applicable wholesale 
discount, 

The exception referred to at the first of 
this paragraph refers to clearing items, and short 
Supply items. For this formula to have the effect that 
it is designed to have, this amount we believe is just 
about right. Because if it were a mere $5, or some- 


thing like that, it would lose its effect. One could 


perhaps say that it should be $300 on this group of 
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items and $100 on that group of items, and so on, 
But I do not think it is of any Significance. We 

are dealing with a deceptive device. We might as 
well make it simple and make it $300 right across the 
board, Further on I will say it will take care of 
itself, because there are many items where the 
retailer would not want to have $300 worth, He 
might wish to have only $5 worth; and if that is so, 
that is all he will buy. 

On the other hand, it illustrates a staple 
item. When we are speaking of illustrating a problem 
it is nearly always concerned with staple items, items 
concerning which the public knows the value, or the 
normal value, 

Then we turn to the part of the brief dealing 
with pricing error, It says: 

4. Pricing Error 

If the price at which an item was adver- 
tised or otherwise available to the consuming 
public resulted from a legitimate pricing error, 
the retail unit concerned shall not be obliged to 
sell at such erroneous price . 

We see errors made occasionally, It may happen 
in a newspaper advertisement, and it may happen over the 
radio, and it could happen simply in store privines** An 
item is marked at $1.39, It may be a box of fruit 
marked at $1.39 instead of $2.39, Those things happen, 
of course. The trade may sell one box, just to be able 
to say that they complied with the advertisement, 


but it would be an honest error -- and that as ‘that. 
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We should exclude any obligation in a case like that, 
exempting the retailer from having to sell to other 
retailers on the basis of that price. 
THE CHAIRMAN: I recall some years ago 
where the T, Eaton Company advertised fur coats 
valued at $150. When the advertisement appeared in 
the newspaper they were advertised at $1.50. How- 
ever the T, Eaton Company sold ten of them at that 
Low price, 
MR. SHELLY: Yes. There is no intention to 
produce any unjust hardship; so, necessarily, we 
should exempt that sort of thing, 
Then, to continue with the brief: 
5. Bona Fide Clearance Items 

If the selling retail unit has the item 
conspicuously marked as a clearing item it shall 
not be obliged to sell to any one buying retail 
unit a quantity greater than 25 per cent of the 
total quantity on hand at the time of receiving 
the purchase order from that buying retail unit. 

Here you will see that we waive the next-day 
provision, and also waive the $300 provision, And so 
it is entirely up to the competing merchants to find 
out about it in any way that they have of finding 
out that there is a clearing item. This would give 
them the right to come and buy 25 per cent of the 
quantity on hand, on the basis of the clearing price, 
less that same stipulated discount of either 5 per 
cent or 10 per cent, depending of course upon the 


category of the items involved. 
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And, if it is an honest clearing item, 
certainly the selling retailer has no ob jection to 
getting rid of it. He is concerned with getting rid 
of it, as a matter of fact; he wishes to do just 
that and if he ean sell 25 per cent of what he has 
to one man, that is all to the good, so far as he is 
concerned, But it does relieve him from the obli- 
gation of having to supply $300 worth. 

Then, in our brief we come to clause ae 
which deals with short Supply items, and says this: 

6. Short Supply Items 

If the item is not a clearing item, but 
adequate supply replenishment for the time being 
is not available from the normal supply source, 
then and in that event a retail unit shall not 
be obliged to sell such item to any other retail 
unit unless its lowest net price available to 
the consumer on the preceding business day 
yielded a gross margin percentage of less than 
the discount percentage indicated for that 
item in Clause 2 of this formula, based on 
the lower of cost or replacement cost, 

So we necessarily have to provide some pro- 
tection to the merchant in order that he may not be- 
come deprived of the allocation of a short supply 
item that may be available to him. Even in these days 
of a general long supply position, with a surplus of 
almost everything -- yet, even so, we do run into the 
occasional item that is in short supply, or in con- 


nection with which there is a semi-short supply. 
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Or it may be in short supply with one retailer and 
not in short supply with another, That also hap- 
pens. Perhaps in this connection I might continue 
by reading the note which appears in the brief. It 
is as follows: 
Note: An item like Australian raisins usually 
is available once annually only. A retailer 
who purchases his requirements for the year 
in order to have a supply throughout the year 
for his customers will not be obliged to let 
his supply go to other retailers if he follows 
reasonable pricing practice, 

Raisins is a big item. In my firm we 
usually invest about $30,000 in Australian raisins. 
We buy them when the new crop comes on the market 
and we protect our customers in that way. We buy 
enough of them to do us through the year, 

On the other hand many operators do not do 
that because they will not invest that much money in 
that article. So they may have enough to see them 
through three months, or so; and then, after that, 
they have no more Australian raisins and they sell 
California raisins, Through the years, speaking 
generally, they have been higher in price. So 
therefore, that person, competitively, is at a 
disadvantage with the person who still has Austral- 
ian raisins, 

You may say, “Is that item in short 
supply?" I would say that it is in short supply 


because if it was not then this retailer who wishes 
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to buy raisins from me as a retailer would be able 
to get them from his normal wholesale supply source. 
But his wholesale supply source did not see fit to 
make that investment. 

And there is another factor that arises 
sometimes and as a result of that situation, There 
may be an importer, a sort of speculator, and he 
buys at the right time. He will buy raisins; and 
then, later on, some other wholesalers who did not 
protect themselves buy them from him as a sort of 
second-hand purchase, And there is another middleman 
in there and he has had a profit out of it too, 

However, we are not too much concerned 
with that situation, I -yi11 mention two or three 
other examples of how and why this clause is necess- 
ary. It is only recently that we have heard ebout 
the trouble in Guatemala, That is where the bananas 
for this part of the country come from. We have 
been feeling this condition for the last six or 
elgnt months -- an intermittent shortage of bananas, 
because of the trouble they were having down 
there, 

That is why we need this protection, a 
as a retailer, have my allocation of bananas; and 
I do not want to be in the position where the 
other fellow can come across the street and buy 
mine, And if he has that right, then I have the 
right to go and buy them back from him. 

Then, there is one other thing -- and this 


has happened fairly frequently, particularly with 
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the soap companies, They will come along and they 
will -- well, you know they are great people for 
promotions of all sorts. They will come along and 
they will have a new promotion scheme. Let us say 
it is a scheme where they offer two packages of 
this detergent and they call it a half-price sale. 
They are banded -- two packages are banded together. 
The printing is right on there identifying it as a 
special kind of deal. So the customer buys the 
first package at the regular price and he gets 
the second package at half price. 

Now, the soap company's representative 
comes around and calls on every retailer and says, 
"Your allocation will be two cases", and he will go 
to the next man and he will say, "Your allocation 
is ten cases" -- and that would be a larger store. 
To another man he would say, "Your allocation is 
one case" -- a very small store. And so on, all 
through the piece, 

So, unless we did have this provision 
here it would open the door to other retailers. It 
is wonderful consumer value; and your lot of two 
cases or ten cases, as the case may be, may fall 
far short of meeting consumer demand at that 
price. And, so, to all intents and purposes, it is 
a short supply item, 

By this exception that we provide here, we 
protect every retailer so that he will not be 
deprived of his allocation, the allocation he may 


have had,of that merchandise, That is all taken 
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care of by this particular provision, 

THE CHAIRMAN: Does that apply to pre- 
miums too? 

MR. SHELLY: It could, yes, It could just 
as well be 2 soap premium deal instead of being a 
half-price deal. Yes, that is true. It could apply 
to a premium deal. 

Then, we come to the next subject. But 
perhaps before doing so I should read the remainder 
of this note, where I say: 

The same, for example, applies to bananas 
which often are recurringly in short supply. 
Then too, it applies to deals and introductory 
promotions etc., from time to time sponsored 
by manufacturers on an allocation basis. 

I now come to the part of the brief dealing 
with market advance, It says: 

7. Market Advance 

In the event that a market price advance 
on an item results in a higher replacement cost 
for a retail unit on its next purchase from its 
normal supply source, then and in that event, 
a retail unit shall not be obliged to sell 
such item to any other retail unit unless its 
lowest net price available to the consumer 
on the preceding business day yielded a gross 
margin percentage of less than the discount 
percentage indicated for that item in Clause ¢@ 
of this formula, based on the cost prior to 


the current market advance, 
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I might explain that if we did not have 
that provision in there there would be an incentive 
for a retailer to increase his price, He may have 
anticipated a market advance on something, and he 
has bought in anticipation of that advance. If we 
did not have this provision in there he would feel 
compelled to raise his retail price in order that 
it would not be attractive for other retailers to 
come and buy from him, It just exempts him from the 
obligation to sell to other retailers. 

I could give an example of this. You are 
all familiar with the government-subsidized canned 
pork. There was a tremendous supply of that. Not 
so long ago the governmeit decided that after a 
certain date no more would be available to the domes- 
tic trade. After that date, whatever was on hand 
would be sold for export, Then the trade was advised 
to that effect. 

er 

Every retail/and every wholesaler had the 
opportunity of buying as much or as little as he 
wished. Everybody knew that, on the basis of the 
pork market, the hog market at that time, that the 
real market value of that product was three or four 
dollars a case higher than the price at which they 
could buy from the government. So of course some 
operators bought little and some bought more, and 
some bought still more. 

With this kind of provision in here a 
retailer can continue as long as he likes selling 


at the old price, without any fear of other 
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retailers having the right to come in and deprive 
him of his stock, or raiding his stock, 

It is very simple for him to protect him- 
self, so long as the margin he takes on the basis 
of his old cost is not less than this percentage 
which would apply to that item, which would be 10 
per cent. He is protected, so long as his margin 
is not less than that. 

MR. FAVREAU: In other words, unless he 
loss-leaders them. 

MR. SHELLY: Yes, And if he loss-leaders 
them then ather retailers can come in there and they 
can each buy $300 worth of his stock. So that the 
whole purpose of that is to make sure that there will 
be no hardship. And there has been great care taken 
throughout the preparation of this brief to see that 
there should be nothing in here that would have the 
effect of raising the price to the consumer. 

If we did not have this in there it would 
not create a problem particularly for the retailer 
because he could solve his own problem by raising 
the price, But that is what we do not want to do, 
We want to be in a position where we can submit to 
you a formula which would stand every test. That 
is why I feel we will have the backing of the con- 
sumers -- because it is not something that will 
have ‘the effect of raising prices. 

Then, to continue with the brief: 


8, Ordering 
The buying retail unit shall submit the 
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order in writing either by delivery to the 
selling retail unit on the appropriate day or 
by mail bearing the applicable post date 
mark. 
In Saskatoon we have one newspaper. The 
afternoon edition, or the evening edition, is the 
popular one, It comes out and is sent out on the 
evening train to the country points. The Saskatoon 
store ads appear in that paper. Under this provision 
the merchants around the countryside, receiving this 
paper and seeing this ad, have the opportunity next 
day to mail in an order to that store for $300 worth 
of that merchandise so long as the post datemark on 
bhe envelope is the next day. That is the way it 
works, and it works the same way in any other city, 
So the rights are not available merely to the 
merchants in the immediate trading area. It also 
becomes available to the surrounding countryside. 
Then, I continue: 
9, Payment 

Payment in full settlement of the contem- 
plated purchase shall accompany the order and 
shall be in cash, money order or marked 
cheque, 
10. Acceptance 

The selling retail unit shall inform the 
buying retail unit when the merchandise is 
ready for pick-up and the buying retail unit 
shall provide for pick-up with reasonable dis- 


patch, either from the selling retail unit's 
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place of business or, if so requested, from 
the designated local supply base of the sell- 
ing retail unit. In the case of perishables, 
due regard shall be given to the time factor 
in expediting saie and pick-up, 

I wish to go back to the first part, which 
is very important because, as you can see, this does 
not necessarily impose any overhead cost of doing 
business on the retailer who is required to sell to 
another retailer under the provisions set out in 
this brief. He has the opportunity of saying to the 
buying retailer, "You go to my supply house. I have 
arranged there that your purchase will be ready at 
ten o'clock tomorrow murning., You can pick it up." 
So he need have no expense in connection with SGCaG 
2 Riad 

THE CHAIRMAN: And also he would act as a 
wholesaler himself and have the goods shipped on 
his order direct to the other man, 

MR, SHELLY: Yes, that is right, although 
the onus is on the buying retailer to pick it up. 
The customary practice of course is that if the sell- 
ing retailer diverts his obligation to the wholesale 
level then very likely the wholesale level would 
undertake to make the customary free delivery. 
Because, so far as I know, all wholesalers provide 
free delivery. I do not think I have come across any 
wholesalers who do not provide free delivery within 
their own immediate marketing area, 


But this is a very important point, This 
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is not an imposition, It is not really an impo- 
sition on the selling retailer. We are not putting 
him to a great deal of expense. 
The exception to that would be a clearing 
item. But because it is a clearing item he should 
be able to get rid of it. He has taken it into 
stock, handled it and priced it. But, still, it is 
a clearing item and he should be glad to get rid ofit 
and get his money out of it. 
Phen, to “continue: 
134°. Time Tolerance 

Except in the case of sales under the 
provisions of Clauses 5 and 6 hereof, the sell- 
ing retail unit shall be allowed reasonable 
tolerance in securing stock replenishment before 
being obliged to fill an order for a buying re- 
tail unit. 

In the case of clearing, that provision is 
not necessary because the merchandise is right on the 
floor. And, in the case of a short supply item, the 
only time this formula comes into operation there is 
if it is used as a loss leader, And then that mer- 
chandise is right on the floor, too, 

But, other than that Be and this is a very 
essential provision -- there is normal time allowed 
the selling retailer for making that merchandise 
available to the buying retailer, We must . go on 
the assumption that the selling retailer, whatever 
stock he may have on hand, did not buy that stock 


with the idea of selling to other retailers so we 
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must not put him in a position where his own consu- 
mers and customers will be deprived of merchandise 
which they have a right to expect in his store. 
They must not be deprived of that right as the 
result of retailers coming in and buying up the 
supplies. 

So, therefore, in the city stores we 
usually give him a matter of a day or two, and at the 
country points it would probably be a week. 

MR. FAVREAU: If it happened on that par- 
ticular day the supply has become short then you 
fall back on section 6? 

MR. SHELLY: No, I do not think so, 

Because this is a different type of case. This is 
not dealing with a short supply. The buying retail- 
er does not have access to the selling retailer and 
short supply goods unless they were used as 10ss 
leaders. And in that case that merchandise was on 
hand, 

But here we are not dealing with short 
supply goods, We are not dealing with clearing items , 
We are simply dealing with goods in plentiful supply. 
But we have to give the retailer time to get ina 
full supply, or the supply he needs in order to sup- 
ply other retailers. 

MR. FAVREAU: I was thinking in terms of 
goods which normally would not be in short supply 
put which, in the meantime -~ that is, between the 
time of putting on the sale and ordering from the 
competing retailer -- would have become suddenly in 


short supply. 
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MR. SHELLY: Yes. 

MR, FAVREAU: You should read clause 6 in 
conjunction with clause 11 in that case? 

MR. SHELLY: Yes. 

MR. FAVREAU: But he could wait, so long as 
he could not get further replenishment? 

MR. SHELLY: That is right. We cannot ex- 
pect the impossible, Then, there is another factor 
which, in practice, is very important particularly at 
country points. If we did not have this time toler- 
ance provision we would, in many cases -- and I shall 
stop for a moment until you have written your note, 
Mr, Chairman, 

THE CHAIRMAN: No, go ahead, 

MR, SHELLY: We would, in many cases, run 
into this situation that there are stores around the 
country, merchants, who are poor stock-keepers. 

From day to day they run out of things and have to go 
to their fellow merchant across the street and pick 
up items from him, 

We certainly do not want any retailer to 
be in a position where he will be obliged, under 
those circumstances, to supply merchandise on short 
notice and allow this discount. If I happen to be a 
merchant at a country point like that and I do main- 
tain a good stock, and my fellow merchant across the 
street is not, and he comes to me and says, "You 
are obliged to sell to me; I want three tins of that 
shrimp and four jars of those pickles" -- I will 


say, "Look here, my friend, that law says says that 
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I have time to bring that merchandise in with my 

next shipment in the normal way from my regular sup- 
plier", I would say to him, "You tell me what you 
want, and I will bring that merchandise in, You can 
come in a week from today and I will have it here for 
you." But he should not have the right to come in 
and raid my stock, That would be a nuisance, This 
paragraph prevents that sort of thing happening. 

This time tolerance is extremely important from that 
standpoint. 

THE CHAIRMAN: The retailer requiring to 
deliver goods under the formula does not have to sup- 
ply them in any case out of the stock he actually has 
on hand? 

MR. SHELLY: That is right. So that it will 
not create a hardship on the consumer, because the 
consumer is entitled to find that merchandise in the 
store, 

THE CHAIRMAN: There might be some diffi- 
culty in putting that in legal language. 

MR. SHELLY: It takes care of it autom- 
atically. 

THE CHAIRMAN: But when you come to deciding 
what normal tolerance would be, I think there would be 
some difficulty? 

MR. SHELLY: I do not think in practice 
there would be any difficulty, because it is pretty 
well the accepted thing that groceries are bought 
once a week, 


THE CHAIRMAN: In legislation, you would 
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probably have to make it pretty specific. 

MR. SHELLY: Yes; there is that, and other 
things, that would have to have very careful consid- 
eration, Then, continuing with the brief: 

12. Premiums - Coupons - Contests - Free Goods, etc. 

The selling retail unit shall extend to 

the buying retail unit identical premium ben- 
efits, coupon benefits, contest benefits, free 
goods benefits and any other such benefits as 
were available to consumers on the day or at 
the time, as the case may be, which governs 
the transaction, in so far as any sales by the 
selling retail unit to any buying retail are 
concerned under the provisions of this 
formula, 

We run into different situations sometimes 
where with a $5 purchase you get something as a free 
item, and so on, The same thing would carry right 
through automatically. The retailer buying $300 
worth of that merchandise, with every $5 of it 
would be entitled to the same benefit, whatever its 
nature might be, as applied on the previous day 
when a consumer bought it in the store, I do not 
think there would be much difficulty in expressing 
that in legal language, 

THE CHAIRMAN: How do you take care of 
the needs of the requiring retailer for these extra 
credits? He would not know how much that man was 
going to spend. 


MR. SHELLY: There are types of variations. 
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I am just taking the one of a man who, who with 
every $5 purchase, would get a certain gadget free 
of charge; 

THE CHAIRMAN: You would give the gadget? 

MR, SHELLY: Yes. 

THE CHAIRMAN: You would give the gadget to 
the retailer? 

MR. SHELLY: Yes. The buying retailer has 
exactly the same advantage. 

THE CHAIRMAN: The same advantage as the 
customer would have? 

MR. SHELLY: Yes. In studying the loss 
leader laws they have in the United States and in 
some of the provinces of Canada, premiums and gadgets 
and so on have provided very good loopholes for cir- 
cumventing the law. But I do not think we could 
express it more clearly than by saying that the same 
penefits available to the consumer on the preceding 
business day must correspondingly be available to a 
retailer when he makes a purchase in the amount of 
$300 or, at his option, in a smaller amount. 

THE CHAIRMAN: I was not sure of the mean- 
ing of this paragraph, whether it meant that the 
requiring retailer would have the same benefit the 
consumer would have had, or whether the retailer who 
was requiring to deliver the goods would have to pro- 
vide for that dealer's consumers. 

MR. SHELLY: No, we do not go back to the 
consumer level. 


THE CHAIRMAN: There is some difficulty in 
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that? 

MR. SHELLY: Yes, I agree with that; it 
would be difficult. Then, we come to the paragraph 
in the brief which deals with combination sales. 

13. Combination Sales 

Wherever this formula refers to an item 

it includes, to all intents and purposes, any 
combination of items if and when a retail unit 
prices items in combination, In that case the 
$300 purchase limit referred to in clause 3 
hereof becomes multiplied by the number of 
individual items making up that combination, 

If it is something that is three for a 
dollar, a loss leader combination of three different 
items at three for a dollar, the purchase limit for 
any retailer then is $900, instead of $300. That is 
the purchase limit of the buying retailer, Other- 
wise the effect of this could be minimized very 
greatly by having a selection of six or eight or 
ten items as a combination, and pricing them as a 
loss leader and using that as a circumvention, 

MR. FAVREAU: Clause 12 in the brief 
worries me, so far as its practical application is 
concerned, where there are coupons or some other kinds 
of benefits. Let us say that theoretically your com- 
petitor gives one gadget for any purchase amounting to 
$3. It is not limited to the purchase of one given 
or definite item, 

MR, SHELLY: It applies on anything, yes. 

MR. FAVREAU: Do you wish to apply your 
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clause 12 to that particular situation? What do you 
do? Do you have the right to pay $300, or to buy 
$300 worth of any given item? Would you pe limited 
to buying anything to the extent of $300 and then 
for each $3 your competitor would be obliged to 
supply you with one gadget? 

MR. SHELLY: Yes, that is right. Because 
that is the privilege the consumer had, in buying 
anything. 

MR. FAVREAU: He could not have three 
hundred? 

MR. SHELLY: No, I am glad you brought 
that up, because we do run into that. 

MR, FAVREAU: A hundred gadgets for each 
$300. 

THE CHAIRMAN: Would a buying retailer go 
to a man who has been operating this gadget device 
and buy anything that that man had in stock? 

MR. SHELLY: Yes. 

THE CHAIRMAN: At what price? 

MR. SHELLY: Whatever the retail price of 
that selling retailer was on the preceding day. 

MR. FAVREAU: That is, less 5 per cent? 

MR. SHELLY: That is right. 

MR, FAVREAU: And the gadget is free? 

MR. SHELLY: Yes. 

THE CHAIRMAN: Regardless of what the price 
of the goods may be, any dealer can buy from him, if 
he wishes to, at that price less 5 per cent or 10 per 


cent, as the case may be? 
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MR. SHELLY: Yes, except for these clear- 
ing provisions, and the short supply provisions. 

THE CHAIRMAN: But, normally, he would not 
do it unless the price is low? 

MR, SHELLY: That is right. The retailer 
would not buy from another retailer if it were merely 
ona par. If his cost from the retailer was the 
same as that at which his wholesaler supplied, he 
would not go to the retailer because the wholesaler 
gives him free delivery. 

THE CHAIRMAN: So he would have to get it 
at a price which would be less than he would pay his 
wholesaler? 

MR. SHELLY: Yes. Under certain circum- 
stances this formula would have some degree of 
depressing effect on the price level at the whole- 
sale. Take for example cigarettes, which are cut 
pretty badly in some parts of Canada -- so much so 
that by applying this 5 per cent discount on that 
retail price of cigarettes a buying retailer would 
save a little money by buying his cagettes from a 
retailer instead of from his wholesaler. 

But I think it stands to reason that, once 
a wholesaler sees that his retail customers are going 
to a retailer to buy their cigarettes, then he is 
likely to sharpen his pencil a little more, I am sure 
that ‘effect would be there under certain circum- 
stances, And I think it would be, very definitely, in 


the case of cigarettes at the present time. 


THE CHAIRMAN; They might be persuaded to 
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do something they had not agreed to do in the past? 

MR, SHELLY: Yes. I realize there is a 
problem there at the buyer's level in connection 
with cigarettes. 

Then, next in the brief we come to indem- 
nity in case of non-conformance, This has not been 
discussed with a lawyer. I am not a lawyer, I am 
merely expressing a thought here. What the legal 
implications are, I do not know. But I think this is 
a logical approach from the standpoint of giving 
effect to the appliance of this kind of a formula. 

It is as follows: 
14, Indemnity in Case of Non-Conformance 

In any case of non-conformance with the 

provisions of this formula the offending retail 
unit shall indemnify the opposite retail unit 
in an amount equal to twice the amount of the 
wholesale discount that would have applied on 
the sale which was defaulted, 

That is a simple way of expressing it, Just 
how it would be expressed in legal form I cannot say. 

THE CHAIRMAN: By "wholesale discount" you 
mean 5 or 10 per cent? 

MR, SHELLY: Yes. So if I, as a retailer, 
refuse to sell to a retailer who comes to me to buy, 
then I would be obliged under this provision to com- 
pensate him to the extent of twice the amount of the 
wholesale discount that would have applied if I had 
made the sale to him. 


And then, finally, item No, 15 in the brief 
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arises largely because of private brands, I think 
it is a very necessary provision, and it states: 
15. Not Obliged to Re-Sell 
The buying retail unit shall not be 
Obliged to re-sell to the selling retail unit 
any part of the purchase made under the pro- 
visions of this formula except if offering 
the item to the consuming public at less than 
the competitive price. 

Note: Without this provision the sell- 

ing retail unit could promptly rebuy its 
private brand item (or any other item for that 
matter) immediately after selling to a buying 
retail unit, thereby circumventing the intent 
of this formula, 

Let us say that I have a private brand of 
tea. My fellow-retailer comes along and says that 
he wants to buy $300 worth of that tea. Unless we 
have this provision in here I would sell it to hin 
and then, within the next five minutes, I would go 
back to him and, under the provisions I could say, 
"Here, I want to buy $300 worth of that tea." So 
nothing has been accomplished. 

We say in this paragraph that I cannot buy 
that tea back from that man unless he has undersold 
me, And I have put one word in there, which I did 
not have in before. The word "knowingly" should be 
in there because otherwise I, as the original seller 
of the fan ten minutes later could raise my price 


by ome cent and then he would be underselling me. 
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THE CHAIRMAN: Would not your rule about 
a reasonable time to clear goods from a reputable 
source of supply apply in this instance? 

MR, SHELLY: Under these circumstances? 

THE CHAIRMAN: Yes. 

MR, SHELLY: That time tolerance provision 
automatically applies to this clause. It does not 
mean I have to supply $300 worth of that tea to 
another merchant the exact minute that he comes for- 
ward, 

THE CHAIRMAN; Would that not apply back 
again? Let us say that I am a retailer, and I come 
to you and say that I want $300 worth of a private 
brand of tea. You come back to me and want to buy 
$300 worth. I say, "All right, you have to give me 
time to get it from my normal source of supply" -- 
which is you. 

MR, SHELLY: But I am still in trouble, 
because the next purchase I make from him he can say 
that he has the same advantage of waiting for his 
Supply before supplying me. 

THE CHAIRMAN: What I am getting at is 
this, that the private brand operator would not be able 
to get it back, under your formula, 

MR. SHELLY: No, but if he does not get it 
back the penalty clause would apply. 

THE CHAIRMAN: You have a private brand? 

MR. SHELLY: Yes. 

THE CHAIRMAN: And I come to you and say, 
"I want $300 worth of that private brand of tea." You 
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sell it to me and say, "I wart to buy it back again", 
I say, "0.K." -- and I have to sell it back to you. 
But you have to give me time to get it from my nor- 
mal source of supply. How do you get that back? 

MR. SHELLY: I agree with you that it does 
take care of it in a sort of indirect fashion, But 
I think the purpose of the law, if we could put it 
more clearly -- and I am thinking in terms of the 
average retailer. He would not think of this 
process that you are mentioning. I well believe 
that it would not take care of that. But, in terms 
of the thinking of the average retailer, I do not 
think it would occur to him to use that process. 
Therefore I think it would be better if we spell it 
right out. 

Now, Mr. Chairman,that brings me to the end 
of the brief. I just wish to say to you how very 
much we have appreciated the opportunity of appearing 
before you, Whatever has been presented to you I 
would ask you to accept as an earnest attempt on our 
part to find a relatively simple answer to what we 
realize is a pretty complex problem, And if there 
are any other questions I would be happy to try to 
answer them. 

THE CHAIRMAN: First of all, do you wish 
to add anything, yourself, that is not in your 
prier? 

MR, SHELLY: I do not think I have anything 
to add at the moment, no, 


THE CHAIRMAN: I wonder if any of the others 
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who are along with you would like to add anything at 
this time. 

MR. GERIN-IAJOIE: Mr. Shelly, as counsel 
for the Commission, I should like to put a few ques- 
tions to you to clarify your brief in some partic- 
ulars. At the outset would you explain what you 
mean by the loss leader Rae ice in the accepted 
manner? Do you think there is any accepted sense of 
the loss leader practice? 

MR. SHELLY: I think there is, yes, And 
I think that is very clearly explained in this book -- 
loss leader selling in the accepted sense. May I 
quote from the book, page 279, which reads as 
follows: 

THE CHAIRMAN: What is the heading? 

MR. SHELLY: It bears the general heading of 
State Legislation Prohibiting Sales Below Cost in the 
United States, 

THE CHAIRMAN; That is American legislation? 

MR. SHELLY: Yes. it goes on to say this: 

The type of legislation which has 
been expressly designed to control price 
cutting and to supplement resale price 
maintenance laws has been the legislation 
embodying generalized prohibitions against 
sales below cost enacted by a number of the 
states. 

The general purpose of this type of 

legislation has been decided as follows: 


"Although different in name and in several 
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provisions, all of the Acts are designed 
chiefly for’ the purpose of prohibiting 
tloss leader sales'. These sales can best 
be explained by the use of a familiar example: 
A store which handles a wide variety of mer- 
chandise, to induce customers into the store, 
advertises and sells a well-known commodity 
below cost, The theory is that while the 
customer is in the store to purchase the lure, 
other items will attract his attention, and 
the lost profit will be made up and additional 
profit made from other sales at that time or 
later. Most of the statutes also prohibit the 
similar practice of giving a premium with each 
sale of a particular product. If the combined 
cost to the seller of the premium and the 
article sold exceeds the retail selling 
price. 
In other words the premium is to be free. 
It must not raise the price. Then it continues: 
The statutes are adopted primarily to pre- 
vent injury to the competitor of the seller 
below cost, However incidental protection 
is afforded the consumer who might improvid- 
ently buy other articles in pursuit of the 
‘loss leader' or premium, Also the good 
will of the producer of branded goods is 
protected by a prohibition against his 
product being sold at a normal profit by 


some retailers at a ridiculously low price 
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below cost by others in the same community. 

Now, in response to your question, we are 
not concerned with that part of it. But I think 
this does indicate what is meant by loss leaders in 
the accepted sense of the term, In other words, let 
us say that I as a retailer happen to have 200 cases 
of preserved peaches on hand, and the time is Satur- 
day noon, These peaches are beautiful, nice and 
ripe, but by Monday they will be only good for the 
nuisance man. We will say that these peaches cost 
$2 a case, I put a sign on them, "Saturday noon, 
to clear, $1 a case", 

Now, I take a 50 per cent loss on those 
peaches, But that is not a loss leader, No, that 
is not a loss leader at all, 

THE CHAIRMAN: That is almost distress sell- 
rie, iS cle Noe? 

MR. SHELLY: , Yeas. ity Las 

MR. GERIN-IAJOIE: Then, you have quoted 
from page 279 of the Director's Report, where there 
is reference to selling below cost. That is the cost 
to the retailer, without taking into account any 
overhead cost, or anything of that nature? 

MR. SHELLY: Yes. 

MR. GERIN-IAJOIE:; The so-called normal 
margin of profit? 

MR. SHELLY: Yes. 

MR. yopnet pos GS So that if one retailer, 
for iideanee ta ieee what we might call the normal 


margin of profit, but not below the cost, that would 
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be loss leadering in the accepted sense of the term, 
would it? 

MR. SHELLY: I would say in regard to that 
that you get to the point there where it is a matter 
of opinion, Different people have different opin- 
jong on exactly where the line should be drawn, 
There ig a line somewhere. But I do not think that 
anyone, including even the statisticians, have ever 
got down to figuring it out exactly as to what the 
cost of doing business is in connection with pepper 
as against salt, or as against coffee or peanut 
putter, and so on, Anc until we have that kind of 
thing you cannot get at it. 

But I think you can tell from the nature 
of the formula I submitted this morning exactly 
what, for the purposes of this formula, loss leader 
selling is. 

MR, GERIN-IAJOIE: I am just wondering, 
pecause from what I gather after reading the formula 
loss leadering would be selling under the normal 
margin of profit. 

MR. SHELLY: No. 

MR. GERIN-IAJOIE: Or a margin of profit. 

MR, SHELLY: Not necessarily, at all, No -- 
and I am glad you mentioned that. It is not necess- 
arily at all, because you know from the submissions 
that have been made to your Commission from time to 
time recently that you have hac complaints along this 
line where it has been stated that certain large 


retailers buy cheaper. Now, I am not saying that 
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they do or that they do not -- although we all know 
that they do, 

Different manufacturers have the legal 
right to specify their own categories, and they have 
different prices for different quantity categories. 
They observe that, and it is legal. So, consequent- 
ly, although the small retailer and the large 
retailer are subject to the same law yet they have 
different costs. Under this formula we propose 
here it can very well be that a large retailer can 
make a profit while selling to a small retailer -- 
give him a discount and still make a profit; and 
the small retailer buys at less than he could buy 
from his wholesaler, 

So the question you put to me -- I say 1 
do not agree with the inference there. This does 
not force any conclusion to the effect that there 
has to be a profit, necessarily. 

MR. GERIN-IAJOIE: A profit on his buying 
price. 

MR, SHELLY: Yes. The retailer who buys 
from another retailer is sure, under this formula, 
of some recapture of his overhead cost, But that 
is not to say that we cannot accept from that state- 
ment that this formula imposes a cost-plus, by any 
means -- a cost-plus arrangement. Because we do 
not know what the cost of the buying retailer will 
be. It can be anything, It depends upon the buying 
position of the selling retailer. 

MR. GERIN-IAJOIE: I do not have in mind 
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the process of rebuying. What I have in mind is 
what you consider to be loss leadering. And I am 
considering this situation: A retailer buys from a 
wholesaler. Is he loss leadering, in the sense you 
mean here if he resells at the same price that he 
bought from the wholesaler? 

MR, SHELLY: Is he loss leadering? 

MR. GERIN-IAJOIE: Yes. 

MR. SHELLY: I know he would go out of 
business if he did it -- if he sold everything that 
way. 

MR, GERIN-IAJOIE: I want to know what you 
mean, Because you are quoting something which men- 
tions selling below cost. One may sell at cost with- 
out making any profit to cover his overhead? 

MR, SHELLY: Yes, sure; we do that all the 
time in clearing up perishables. 

THE CHAIRMAN: Would it be fair to assume, 
perhaps -- and I am not sure about this -- but would 
it be fair to assume from the brief that what you have 
in mind as loss leadering would be a retailer who 
sells at a markup that is less than 5 per cent on 
some things and 10 per cent on other things, and 
that unless he is getting that much he is really loss 
leadering? 

MR, SHELLY: No, I would not say that 
necessarily. And I think if we tried to use that 
approach in trying to solve this problem we would 
not get anywhere. Because there we get into all 


these different costs based upon different 


» LE 
7 : Pn ys fate aor pa 
7 stot Moot 2 o a" 2 






“at bite af ovat f ted ont 
ns’ I BoA .gntrobsel sacl od ey tes 
8 sii gud weEteor AL Pe ee 
voy saties sft at .sibrab86 aeof sd eI ,tefseoforiw. 
od dadtt teins add 3s valtozes ot tt axed asom 
| PuotaneLortw edd mort ‘ddguod 
tgninebser asol ed al Panes | (g 
 ,éeY -:REOGAT-MIAmD . 

26 Sno Oy bfivow on wot I :Vi0RHB AM 

tedt gatdiyrevs blow od tk oo #3 B2b sat tt eeonteud 


























.U8w 
voy 3stw worst ot tmsw I :ATOLAI-WIAHO . AM 
~sem dotiw gatrisemoa antdoup evs soy SauBosd meen. 
~itiv g3a00 de fiee yam ofD .teoo woled gttires aliols 
i | *ogedtevo aif revoo of tow uns gots duo 
# omt Efe dedd ob ew penta ,89Y ‘yarane ofiM 
7 .eoldadetieg qu eittrsels at omts 
ui .omaas of thsi o¢ dt DIvow AMAT AND BHT 
biuow dud -- ati} Jnods ove tom me I bite «- aqedreq 
aved voy Jatw dsdd tehad od? mort emraas o¢ ttet od of 
Oflw seltador & od Divow gaivedsel geol as batm at 
to Jao 49 la scl eabl ak dads quai si 8 42 sffoe 
bas ,eyatnd xeido no ‘Yase eq OL bas eats moa 
seol ¢flsen el ac dowm darts sete g el of pacts tend 


* et | tanirebsel 

tai yee dom bivow T ol yYICsHe \AM 
= tend cay of peixd ow Ik sintnd T hak Vettisarcosd 
7 bivow ow wetaoug and evloe of pohyed ak fosorggs 
[Ls o§Mt Joy ow Srsit saussoe -oredwems toy Jon 
dnsrottty Noqu boasd staoo tmorettEs sear? 





ee 


quantities. 

THE CHAIRMAN: What we are trying to find 
out is where you draw the line, for the purpose of 
working out your formula. Where do you draw the 
line between loss leadering and not loss leadering? 

MR. SHELLY: JI am very glad to explore 
this angle. It just brings to my mind what I said 
I mentioned when meeting with the committee of the 
executive Of the C.A.C, I made this remark, that 
what I have here is something that is simple. 

Now, I have no objection -- and may I say 
that this is what I said to those ladies -- I would 
have no objection whatsoever if the powers that be 
feel that it is to the advantage of everyone concern- 
ed to evolve a solution by way of having six or 
eight or ten categories, or as many as you like, in- 
stead of having two. 

We can really get down to breaking it up 
into fine points, I have no objection to that 
approach at all. My whole purpose in putting it 
this way is that it is simple; and I think there is 
much to be said for keeping the thing as simple as 
we possibly can, 

Also, knowing the business as I do know it, 
I would say that under this formula we are not going 
to have price increases, and we are going to have 
something that is effective and reasonable and meets 
the problem that we have. That is what I have been 
aiming at a, to meet the problem that we have, without 


at the same time hurting the consumer, And so, in the 
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interests of simplicity, I have brought out only 
two categories. 

MR. FAVREAU: We are not questioning the 
advisability of there being only two categories. 
What the Chairman is pointing out is that in a case 
where your regulations would exempt a selling 
retailer from the obligation to sell to a competing 
retailer, and in view of the fact that these exemp- 
tions would indicate that he can no more profit by 
them, if he has actually sold at less than 5 per 
cent or 10 per cent --- 

MR. SHELLY: Yes. 

MR. FAVREAU: Should we not conclude from 
that that it is your opinion that whenever there is 
a sale of less than 5 per cent or 10 per cent there 
is in fact loss leadering? 

MR, SHELLY: No, you should not conclude 
that, from that provision, I would be very happy 
if anyone could show me another approach which would 
accomplish the protection on the one hand, under 
certain circumstances, for the selling retailers 
and guarding against circumvention on the other 
hand, under other circumstances, I have not been 
able to think up any other approach, And when I 
used this approach I was very conscious of the fact 
that it lent itself to the interpretation which you 
are are questioning at the moment, I am glad it has 
come out in the open, 

MR. FAVREAU: It is not an objection. 

MR. SHELLY: No, I understand that. 
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THE CHAIRMAN: We are not really trying 
to put an interpretation upon it. We are just try- 
ing to find out what you have in mind, yourself, as 
to what the line would be between loss leadering and 
not loss leadering, or if you have any specific line, 

MR, SHELLY: No, I have no specific line 
in mind on that. 

MR. FAVREAU: Let us say that we have an 
item which is really in short supply. 

MR. SHELLY: All right. 

MR. FAVREAU: Now, according to section 6 
in your brief, the retailer is not obliged to comply 
with the obligation to sell it for $300, unless he 
has actually sold it at less than 5 per cent? 

MR. One Leys Yes: 

MR, FAVREAU: Then I presume that this will 
be -- I will not say "punishment" -- but this will be 
the consequence of his having sold at less than 5 
per cent or 10 per cent. Notwithstanding the fact 
that there is actually a short supply, just the same 
he will be obliged to sell to his competitors? 

MR. cheb: Yes. 

MR. FAVREAU: Now, why in that particular 
circumstance would you attach that significance, 
even in the case of short supply, to the fact of his 
having sold at less than 5 per cent or 10 per 
cent? 

MR. SHELLY: I am glad you mentioned that, 
I think the first point in connection with which we 


are in agreement on that score is this, that the 
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retailer in the position of having short supply 
goods like that must be protected on that supply. 
He must not be put in the position where another 
retailer can come and deprive him of that supply. 
That is our only objective. 

Now, in practice,there is no problem here 
because he is not going to cut the price of that 
item. He has only a little bit of it. He knows 
that his customers want more of it than he can get, 
So he would be very foolish if he were to cut the 
priceyon sips, and in more ways than one. He has 
overhead to meet and he has got to make money some- 
where to meet that overhead, and he will have to 
have something with which to pay his income tax, we 
hope. 

And, in the second place -- and here is a 
very important point -- in the second place if he 
did use that item for price cutting purposes, it 
would be nothing but pure deception, so far as the 
consumer is concerned, And those things do happen. 
I have said that in practice it is not a problem 
because it does not happen much, But it does happen -- 
you will find a retailer who will seize an oppor- 
tunity like that, where an item is in short supply, 
and they have only a little bit of it, they will 
make a big splash with it in order to get the crowds 
of people into the store, And on that item they 
would have actually only enough to sell about 5 per 
cent of the people who come. 


MR. FAVREAU: So that you feel that even 
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if it is not really loss leadering it is at least 
deceptive? 

MR, SHELLY: Yes, it is deceptive. 

MR, FAVREAU: Whenever someone has goods 
in short supply or goods on which there will be a 
market advance, and actually sells at less than 5 
per cent or 10 per cent --- 

MR. SHELLY: My point is that all we are 
trying to do is to protect that merchant so that he 
will not be deprived of that little bit of short 
supply item he has on hand. I have not been able to 
think of any other way that we can protect him on 
that short supply. 

MR. FAVREAU: Why is it that when he starts 
selling at less than 5 per cent or less than 10 per 
cent then you do not any more give him protection? 

MR. SHELLY: There we have a legal prob- 
lem, from the standpoint of deciding what item is. 
a short supply item, and what is not, This way £t 
takes care of that; this is a simple way of doing 
it. Now, can you think of any other way of doing 
it? 

MR, FAVREAU: I am not thinking of any 
other way. I am trying to get down to the philos- 
ophy of your regulation. Let us say that actually 
there would be a short supply -- and that can be 
proven, Let us say that actually the sale has been 
made at less than 5 per cent or 10 per cent, and 
that particular retailer would no longer be pro- 


tected by your clause. 
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MR. SHELLY: You say that the 5 per cent 
or 10 per cent provision is not required? 

MR. FAVREAU: It may be required; but why 
is he punished only if he sells at less than 5 per 
cent or less than 10 per cent? Is it because when 
he sells at less than 5 per cent or 10 per cent it 
begins to be either loss leadering or deceptive 
practice? 

MR. SHELLY: Yes, deceptive practice -- 
definitely it is deceptive practice. I will stand 
by that. elf itis an ivem In snort. supply and used 
as a loss leader, then it is even more deceptive than 
it is under any other circumstances, 

MR, FAVREAU: I am just trying to find out 
why, once he gets to the point of selling under that 
5 per cent or 10 per cent he loses the privilege of 
the exemption, There might be some reason in com- 
merce or trade which would lead you to believe that 
at that particular point he has either acted in a 
deceptive fashion or that he has been loss leader- 
ing. That is why you deprive him of the benefit of 
the exemption? 

MR. SHELLY: Mr, Commissioner, I would say 
this, -- and I do not know if this is a satisfactory 
answer to you -- but I would say this, that in prac- 
tice es 

MR. FAVREAU: I do not want "satisfactory" 
answers; I just want you to explain it. 

MR. SHELLY: I think, in practice, that if 


we do not have that in there we will find there is 
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incentive to raise prices. And, as a matter of 
fact, that is what we do not want to see happen, 
Just as I mentioned in connection with the canned 
pork, if we have that thing in there we have some- 
thing to anchor to, If we do not have it there, 
then you have the incentive on that retailer to 
raise his price for fear that somebody else will 
come and buy his stock, 

THE CHAIRMAN: There is one thing I have 
not got clear yet, Let us suppose that a cannery 
has a large supply of canned goods -- we will say 
canned peas -- which, for some reason or another, 
has not sold very well. They have a lot of those 
peas left on hand, and it looks as though they will 
not dispose of them easily in the regular way. You 
are a retail organization, You approach them to buy 
their peas and they come to you and say, "We would 
like to unload these because it looks as though they 
will be a burden, We will give you a special dis- 
count of 20 per cent to dispose of them, and get them 
off our hands." Then you take that up. What happens 
then under your formula? 

MR.SHELLY: Nothing happens, It just 
depends on the pricing practice in that case. 

THE CHAIRMAN: But you, having got a 20 per 
cent discount, fear that your ordinary marketing 
markup would result in a price which is below the 
ordinary wholesale price to the other people. 

MR. SHELLY: Actually, that sort of thing, 


in practice -- I think I can say that it does not 
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happen in the food field. 

THE CHAIRMAN: You may be right about the 
food field, but it does happen in other fields. 

MR. SHELLY: But you see, in foods the mar- 
gins are so slim; and it applies at every level -- the 
manufacturing level and the wholesale level and the 
retail level as well. And all these canneries, and 
other manufacturing concerns, if they are big enough 
they have their own sales organizations throughout 
the Dominion and their own local men here in Regina 
or Winnipeg, and the other cities. And if they are 
not that big, then they have brokers, And those 
brokers -- it is their job -- have the responsibility 
of selling that product for that manufacturer at the 
highest price they can get for that manufacturer. 

And that is the way it works out in practive. 

Then the manufacturer -- let us say that 
this canner has a surplus of peas. He issues instruc- 
tions to his own sales force or his broker; he gives 
them a certain price to get rid of that stock. They 
make very little headway. Well, he reduces his price 
a little bit again, But they sell to everybody. We 
are not dealing with a Sunbeam Mixmaster. They are 
different, In that case you have a franchise arrange- 
ment, and all that sort of thing. But here we have 
something where these brokers go to everybody in 
the trade whom they sell. And if they cannot get 
action at the price that has been authorized by 
that canner they will go back to him and tell him, 


"You had better reduce to the extent of 10 or 12 
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cents a case", and then they go around again, 

It is not a matter of going to one man, 
because if they go to one man they have to give 
that one man a bigger bargain, They would get a 
smaller price for the canner than if they spread 
it out. So in practice that just does not happen, 

THE CHA IRMAN: The sort of thing I was 
suggesting you say apparently does not happen? 

MR. SHELLY: No. 

THE CHAIRMAN: What I have in mind -- and 
we have had some indication that it does happen in 
other fields -- is that a large retail organization 
might get a very special deal without hurting the 
aahetetnarss in particular. 

MRerSyuELLYes Yes: 

THE CHAIRMAN: Because they eliminate the 
jobbers. 

MRCSHELLYs seYeass 

THE CHAIRMAN: They eliminate the jobbers 
entirely. The whole thing is done in one motion, so 
to speak, 

MR. SHELLY: I understand, 

THE CHAIRMAN: With all the intervening 
steps and all the intervening things weeded out. 
Even though the manufacturer gets a smaller price 
he is just as well off as if he had operated in the 
other way. 

MR. ‘SHELLY? /vesy 

THE CHAIRMAN: I wonder if that happens at 


all in your business. 
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MR. SHELLY: No. 

THE CHAIRMAN; Then, if it does not happen, 
the question does not arise, 

MR, SHELLY: No, it does not happen in the 
Food Tiei0 3 

MR. GERIN-IAJOIE: I should like to put my 
original question in another way, fave MT. 
Shelly. Your whole brief seems to be based on the 
assumption that loss leadering, as you call it, is 
widespread in Canada, JI should like to know what 
type of loss leadering is widespread in Canada. Is 
it selling below cost, or otherwise? 

MR. SHELLY: Loss leadering below cost or 
otherwise -- it varies, as I have said, in the 
prief. The prevalence of loss leader selling 
depends somewhat upon the state of the general econ- 
omy. During the war years, which were short supply 
years, I do not suppose there was any loss leadering. 
I do not recall any loss leadering at that time at 
rat Be ae And there certainly is not as much of it now 
as there was before the war, in the depression 
years. That was the extreme experience we had. 
There is getting to be more of it. May I, in res- 
ponse to that, read a little clipping from the 
press? 

MR. GERIN-LAJOIE: Yes. 

MR. SHELLY: I was in Cleveland about a 
month ago at the Supermarket Institute convention, 
and while there I came across this Supermarket News 


of New York. This is dated May 24 of this year. 








Z Te 


ed siiaienren inate 
Seagal don seam a _ i va Pir a? 
dis; : pa apace ; aia ye! boos ae stig 
‘ond ee dort weep thom oe 
TA ah a ts st boot 
unt dug od oottr beware +STOUAI-MIARD JAM ae: 6 
7M cys Dk yew toddons: nt neta Liblizies 7 
ond mo bousd od ot ensse teltd sforw «ok sullende 
at ,3f [Iso voy as .stivebest. SeoL Yer: notiqnweaa 
tadw wor og eNEE SLuoda a wsbaned aL dsenguobtw 
el ,sbans) ot baetgesbiw ef ‘giirsbeel naol ‘to Sav 
i Seakwreriso 10 ptao0 woLed attifes $k 
TO dado. woled antvebsol: seal +%klaHA Sc 
edd at ,bise eved I. as geebray: d2 os ‘setwrodso 
noi{foa tebsel anol to neneaens edt tend ; 







































tooo [sistie; odd to otade oti ees Veciwatoa abneqeb 
yigqua Ixoda ovew doldw  ,atesy ew odd porn: tno 
-gfiusbesfl aeol ye sew srodd. esoqque Jom pb 4  BT89Y ' 
26 omid ddd Aa. anhrebesf aeol yon [fLeden or ob q - 
wor tL To. dow 2a dor at vinistas9 errodtt a tte . 
solvagsqeb oft ot tae, ond aroisd afew, seeds “it 
-bscd ew soneitegxe smestxe odd sew dec? seaaey 

“aon AL .T YeM) .dL te oxom of od.gatiteg ak ered 
edd mort gatagtio efdits oe sanog 


rit aot Perce ts reERD AM aaa 

8 tude: bastevel) at eaw I :¥ | me . 

Molsdevitoo edud.td anil Joussurrequ® mie. te gs dom ' 

awol teokeamrequ’ afsit exotos omao ‘EB ered? eftdw bas 1b} 
t89y ated 10 4S YAM Devs Bt ab .no¥ wo to 





- 2365 - Mr. Shelly 


There is one little item here headed: Below Cost 
Coast Sales on Increase. That is referring to the 
California coast. The item is dated at Los 
Angeles, May 23, and states: 

Below cost sales are again on the in- 
crease in this southern California market, 
according to trade observers here, The 
primary reasons given by some supermarket 
operators for this trend, in defiance of the 
heretofore generally accepted California 
anti-loss leader law seems to be a levelling 
out of volume gains during the past month as 
compared with gains recorded through the 
last year and early 1954. 

While supermarketers note that the 
volume is still plenty healthy, they concede 
that slowing down in the degree of gain has 
caused some food store operators to hold 
prices down below the 6 per cent markup rule 
of thumb established by the state unfair 
practices act. Because this marketing area 
is a largely competitive one, retaliatory 
action usually follows any below-cost sell- 
ing originated by an operator in most 
sections of southern California, 

So that is the point. It confirms what I have 
just said, that under less favourable economic condi- 
tions you have more of it. And I would say that some 
of the loss leader selling across Canada now is more 


of a concealed nature than it used to be, 
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You do not pick canned tomatoes to do it 
with, You pick items where you cannot pin them 
down so much. Take meat, for example, beef. The 
retailer buys a side of beef and pays so much a 
pound for the side of beef. But no one except an 
expert can come in and say, "Your cost on steak has 
peen so much," He camot say, "In selling that 
steak at this price you are actually losing 20 per 
gentaom.ibe! 

So,,.jyou.see, »there.1ts lots,of opportunity 
in the food field for loss leadering without having 
it apparent to the casual observer. Lihwiseonly 
known to the competitors, to the people who are in 
the trade. And, speaking about meat, I would say 
that the meat packers know what is going on; and 
anyone who is familiar with that type of business 
knows; but so far as the general public is concerned, 
if you were to ask them they would say, "No, there 
is no loss leadering. We are not aware of it." 

They would not know. If they were buying canned 
tomatoes at 50 per cent of cost, which would be 
away below the normal cost, they would, But not 
meat, In connection with meat the same thing can 
apply to an even greater extent, and the consumer 
would not be suspicious of it. 

THE CHAIRMAN: It is fairly difficult with 
regard to meat, because there are some meat stores 
that will specialize in top grade meats while there 
are others that do not go in for steaks at all. 


They get special cuts from the carcass, And if they 
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do that with the major part of their business it 
affects the relative cost of doing business for 
every dollar's worth they sell. I would say that 
even an expert would have a pretty tough time to 
pin them down. 

MR. SHELLY: Yes, that is right. And 
that is the beauty of this formula. It does not 
care whether they are steaks, or anything else. It 
is self-policing because the competitors themselves 
know exactly where that borderline is. And once it 
goes below that borderline that competitor is going 
to come and buy his steaks, or what-have-you, from 
the retailer instead of buying them from the packing 
house. 

THE CHAIRMAN: Wherever the cut in price 
by one dealer is sufficient to mean that when you 
take another 5 per cent or 10 per cent off, as the 
case may be, the price of another retailer would be 
less than the wholesale price, then they buy from 
the retailer? 

MR. SHELLY: Yes. And may I just elaborate 
upon one point before you ask the next question, 
Speaking of this whole loss leadering problem, it 
actually divides itself into two parts. One is the 
short-term effect and the other is the long-term 
effect. This meat situation to which I have referred 
-- I would put that in the class of the long-term 
effect. It may not be visible to the consumer, but 
the first thing you know you find that many people 


are not in that line of business any more, Then 
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comes the time to recoup on the losses that have 
been taken, 

You have been speaking about loss leader- 
ing, and I have said that it is not too apparent, 
Therefore, what is the purpose of it, what is the 
object of it, if it is not apparent? You sell can- 
ned tomatoes at half price, and it is apparent to 
people who will flock in and pick up those tomatoes; 
and you have there a short-term effect. But you do 
have the propaganda effect. However, in the meat 
situation you do not have that propaganda effect. 

It has the other effect of putting the other man 
out of business, and then after a little while you 
have only a few people left. Then comes the har- 
vest. 

MR. GERIN-IAJOIE: Would you have any 
evidence to show that that has happened in the Dom- 
inion of Canada? 

MR. SHELLY: Yes. 

MR, GERIN-IAJOIE: In the last three years? 

MR. SHELLY: Yes. I have none before me at 
the moment, but I can get that information, 

MR. GERIN-LAJOIE: The Commission will 
appreciate having it, if you would, please. 

MR. SHELLY: I will let them have it. 

MR. GERIN-LAJOIE: Could you point to that 
part of the Director's Report to which you were 
referring Yen! in the third paragraph of your brief, 
at page 1, you say that -- 


The report further confirms that the 
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loss leader device has been used by all 

categories of food retailers but that in 

some cases it was apparently used only as 

a seemingly necessary defensive measure. 
Would you point that out? 

MR, SHELLY: It is right in there, I do not 
think I have marked the page in the Director's Report 
where it appears. But I know it is in there. I have 
not noted the page number, but Mr. MacDonald has it 
right in there. Maybe I could put my hand on it 
Laver, 

THE CHAIRMAN: What you have in mind is 
what was treated in the Director's statement? 

Mie CHELLY: Yes, 

THE CHAIRMAN: Perhaps there is no need to 
discuss it further here, 

MR. SHELLY: It is right in there, the 
fact that in some cases it was used as a necessary 
defensive measure. And I will say right now I am 
one of those fellows who have been in that position. 

MR. GERIN-LAJOIE: Meeting competition? 

MR. SHELLY: To me it was a matter of 
being in that position or passing out of the picture; 
I will say that. 

MR. GERIN-IAJOIE: You had to sell at those 
prices because other people were doing it, is that 
right? Is that what you mean by "defensive measure"? 

MR. SHELLY: I have seen --- 

MR. GERIN-IAJOIE: You would lose all your 


business unless you cut your prices; is that it? 
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Love of people nee Bee that. 

MR, SHELLY: My associates and I have been 
in business a long time, and we have always operated 
on the basis of protecting the consumer, ever since 
we started business. The consumer has never been 
in the position where they could get it for less 
than we had it in our store, And regardless of 
whether anybody interprets it as loss leadering or 
not -- and I do not mind putting it that way -- I 
have used that deceptive device, knowing it to be a 
deceptive device, as a necessary defensive meas- 
ure, 

MR. GERIN-IAJOIE: You were meeting com- 
petition, meeting loss leadering? 

Mis ois? es. 

MR. FAVREAU: Forced into it? 

MR. GHELLY: Yes. 

MR. GERIN-LAJOIE: And using the same 
methods as your competitors? 

MR. SHELLY: But not starting it. 

THE CHAIRMAN; Apparently you believe in 
Gimble's code? 

MR. SHELLY: Absolutely. 

MR. GERIN-LAJOIE: The brief mentions that 
it applies only in the food field. Do you have in 
mind that the food field should have special protec- 
tion, or that you wish to envisage only the formula 
being a formula which would be applied to that 
field, and that it should be general legislation 
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covering the whole of the trade? 

MR. SHELLY: I am glad to answer that. I 
would like to elaborate upon it. I have been keenly 
interested in following the material that has been 
submitted to the Commission during the last few 
months. I was quite concerned that, unless some- 
thing was brought up that was of a more practical 
kind, or offered a more practical solution than had 
been submitted thus far, that we might end up here 
in Canada with the same pattern of legislation that 
they have in the United Babes and in a few provin- 
ces of Canada, And I know that that is extremely 
objectionable, so far as the consumer is concerned, 
That I am sure of. 

There is a problem here, I recognize that 
the people who have appeared before this Commission, 
prior to this date, have no doubt been very sincere 
in submitting what they have submitted as being the 
best solution that they can see, But certainly, as 
a food retailer I was very fearful of that approach. 
As an operator I was fearful of it, And, for 
another thing, I do not like anything that is not 
going to be at least reasonably acceptable to the 
consumer. And I think I can say that in the 
United States, where this sort of legislation is 
used, although it is serving a purpose, generally it 
is unpopular legislation, 

THE CHAIRMAN: Do you mean the fair trade 
laws? 


MR. SHELLY: The loss leader law, with 
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respect to fair trade. I think to the public it is 
generally unpopular legislation, That was the 
position I was in. I gave it a lot of thought and 

I asked myself, "Is there anything we can come along 
with that will be an improvement over what has been 
provided?" I am now coming to what you have asked 
me, Iam speaking for the food dealers. 

We have Mr. Walker here, who is the Sec- 
retary of the merchants association in this prov- 
ince, When I first developed this idea I went to 
see him and spoke to him and asked him to tell me 
what he thought of it. He knows from experience 
that, so far as this province is concerned, our main 
problem so far as loss leadering is concerned is 
food, He was quite impressed with that approach. 
And not long after that he gave me a free hand to 
prepare the brief on behalf of the Saskatchewan 
people. And I prepared it and took it to him, 
and there was not one word changed in it, And 
there it is, It was acceptable to him, I might 
say that just one sentence was changed, I should 
say that Miss Mabel Timlin had a recommendation by 
way of clarification, That part was changed, just 
by way of clarification. 

I was going to Cleveland to the conven- 
tion and, while on the way, I passed through Toronto 
and dropped in to see Mr, Randsand discussed it with 
him. It looked good to him, 

I am not going to embarrass Mr. T. D. 


MacDonald, but Mr, Rands phoned Mr. MacDonald, and 
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we made an appointment and took the plan to his 
office and spent a few hours with him in going over 
this plan. He felt that the Commission would be 
very much interested in having this submission. 

Mr. Rands is the National Secretary of the 
food division of the Retail Merchants Association, 
and also the National Secretary of the Dominion Board 
of the R.M.A. I think he will agree with me when I 
say that in his experience in that position his main 
problem has been in the food field; is that not cor- 
rect? 

MR. RANDS: Yes, 

MR. SHELLY: I do not mean to say by that 
that it is limited too much to the food field, But 
you have to recognize this -- and I am sure you are 
aware of it -- that there are certain trade sections 
associations which are not affiliated with the 
Retail Merchants Association of Canada, The 
appliance dealers are one, They have their voice; 

I am not interested in refrigerators. I am inter- 
ested in food. I am telling you how this devel- 
oped. 

This submission was prepared on the basis 
of food. But I realize that in some other trades 
there are other ramifications that arise, such as 
what people in the field feel and do not feel. 

And I do not think it is my business -- because I am 
a food man -- to try to find out what may be the 
best for other fields. 


I know there are other ramifications 
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there; but I do believe this sincerely that other 
fields will find in this formula an approach which, 
with certain adaptations and changes probably would 
meet the problems of other trades just as effectiv- 
ely, and would have something that the consumer 
does not have to resist. I think that will take 
care of 1USeiT. 

Then, (MrwifalirpairnyvPresidentuofl the 
R.M.A., is a hardware man, He is a keen operator, 
He came to me two or three times while I was in 
Edmonton about this matter. He said, "I am inter- 
ested in this in connection with the hardware 
field." He was particularly speaking about appli- 
ances, the sales of appliances, He said, "The more 
I think about it, the more hopeful it looks as the 
answer in that field too." 

MR. GERIN-IAJOIE: What are your views 
with regard to the possibility of making this form- 
ula a general one for the whole trade of Canada? 

MR, SHELLY: I will say in that respect 
that at the Retail Merchants! annual meeting in 
Edmonton just a few days ago a decision was taken 
that a consolidated brief will be presented by the 
Retail Merchants Association of Canada, to embrace 
all the other trades in which the Retail Merchants 
Association of Canada is interested, I have no 
doubt that this brief will comprise part of that 
consolidated brief. But of course we are dealing 
with this now, so that this no doubt will be taken 


care of pretty well. However, I do know -- and I 
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think I am right in saying this -- that the other 
trades, so far as the Dominion R.M.A, is concerned, 
are going to study very carefully the expansion of 
this principle and the adaptation of it to other 
fields. And that will be submitted in due course 
to you in the form of a consolidated brief. 

THE CHAIRMAN: From what you said, you 
are interested primarily in food, You would not 
want to be too dogmatic about the application to 
other fields? 

MR. SHELLY: Yes, it is not my business 
to do that. I have a new idea here which I think 
the other people will be interested in as soon as 
it comes to their attention, I was careful not to 
have publicity on it prior to this hearing today. 
But I think that once it is in the press and on 
the radio, even those associations that are not 
affiliated with the Retail Merchants Association 
of Canada will take a second look at their problem 
and see whether this offers the approach, 

THE CHAIRMAN: We have had this put to 
us with regard to appliances, and perhaps it is a 
different picture from what you have in the food 
field, when some retailers and manufacturers have 
told us that they get 35 or 40 per cent margin 
to work on, because of service charges and other 
things. On the other hand, some retailers who 
have been pretty prominent in cutting prices 
below the suggested list prices have told us that 


they operate on about 18 per cent, One man told 
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us that he was operating on an 18 per cent markup 
on all his appliances and that he was making a 
great deal more money than when he sold at higher 
prices. He said that he had done it for some 

years and was continuing to do it, and he said that 
changes were taking place in the industry, and had 
already taken place, which meant that about 18 per 
cent to 20 per cent markup was adequate, That was 
proven to be so in his case. If another man needs 
35 per cent, your formula does not help him much. 

MR, SHELLY: No, but I would say this, 
that this formula we recommend would be no 
protection to the inefficient food retailer. And 
we are not trying to protect that man, at all. We 
are always going to have a lot of them because, by 
its very nature, the food field is such that it is 
so easy to get into it, we will always have a lot 
of them. They come in and they go out -- in and 
out all the time -- and nobody is trying to 
protect chem, 

THE CHAIRMAN: Yes, there are always 
people going into and out of the food business; and 
there are a great many bankruptcies, I suppose? 

MR. SHELLY: Yes. 

THE CHAIRMAN: People who do not under- 
stand the business, 

MR. SHELLY: Yes; and if we did not have 
that situation we would have too many stores. Once 
you get to the place where you are holding an 


umbrella of some sort over the inefficient, then 
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it encourages a multiplicity of stores, more than 
are justified for the proper servicing of the com- 
munity. 

THE CHAIRMAN: Would you care to express 
any opinion as to whether there are too few or just 
enough, or too many retail food stores at the 
present time in Saskatchewan? 

MR. SHELLY: I believe the industry takes 
care of this. There is very keen competition in the 
food field. My only concern in connection with 
that is this, that we should see to it that we have 
a formula so that competition will be honest. That 
is all I am concerned about -- honest competition 
free of deceptive devices. From there on, let nature 
take its course. 

THE CHAIRMAN: Your idea is that there is 
no artificial support of the industry requiring 
artificial means to put people out of business, but 
that competition will take care of that? 

MR. SHELLY: Yes; and in order to ensure 
that we have sufficient members and sufficient 
people taking part in price competition, we must do 
something about these deceptive devices. And that 
is why I have presented this formula today. 

MR. GERIN-IAJOIE: Do you think that your 
formula, either limited to the food business, or 
extended to the whole trade in Canada, might have a 
freezing effect upon trade practices in Canada, by 
applying a certain margin of profit to a certain 


type of merchandise and some other margin of profit 
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to other types of merchandise? 

MR. SHELLY: No, it does not impose any 
margin, any specific margin of profit, 

MR. GERIN-IAJOIE: A minimum? 

MR, SHELLY: No, it does not, Because, 
in my book, in these days of quantity buying, it 
puts the small man in a position where he has 
access to merchandise at a lower cost than he has 
today. 

MR. GERIN-IAJOIE: But, actually, if a 
retailer is obliged to sell to another retailer, 
because he sells under 5 per cent markup --- 

MR, SHELLY: Yes, 

MR. GERIN-IAJOIE: Well, that is an 
indirect obligation imposed upon him to sell at a 
minimum markup of 5 per cent, isedt not? 

MR. SHELLY: No, not necessarily, He may 
Still be making money on it. He can transmit that 
order to his wholesaler supplier, If it is a big 
order ~- if he 1s.a big buyer, who buys in quanti- 
ties, he can make a profit on it. And the little 
man is in a better position than he was before, 

MR, FAVREAU: But if it is in short 
Supply --- 

MR. SHELLY: Not if it is in short Supply. 
But, in practice, there is no problem of short sup- 
ply. We have to protect the man so that he will not 
be deprived of whatever allocation of short supply 
items was available to him. But if a short supply 


item does become low in price in the sense we are 
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talking atts I think we have generally agreed 
that would be a deceptive device, in any event, 

MR. GERIN-IAJOIE: I wonder if I under- 
stand your brief, that a retailer who would have 
access to very favourable wholesale markets, or 
wholesale sources of supply -- a retailer who would 
manufacture his merchandise himself, at a lower cost 
than other retailers could get from their own sour- 
ces of supply -- that retailer would be obliged to 
give part of the benefit of this lower manufacturing 
cost to his competitors? 

MR. SHELLY: No, he would not be obliged 
to do that. He could still operate on a basis where 
he might lose two or three or four times what 
otherwise would be his profit. He could reduce his 
price to the extent of two or three or four times 
his normal profit without invoking the operation of 
this formula, 

MR. GERIN-LAJOIE: How does that work out? 
Do you mean because his normal markup would be more 
than 5 per cent? 

MR. SHELLY: No, we are speaking about 
food. In the food field the normal profit is about 
2 per cent, 

MR, GERIN-IAJOIE: Do you mean the net 
profit? 

MR, SHELLY: Yes, the net profit -- roughly 
2 per cent. This formula allows scope for honest price 
competition to the extent of fully half the gross 


margin. The gross margin in the case of a typical 
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independent retailer is about 14 per cent more or 
less. In the case of chains, because they perform 
the double function of wholesale and retail distri- 
bution, it is more than that. So that, therefore, 
this allows scope,without invoking this formula, of 
having that efficient retailer, who owns his own 
factory -- having him operate on the basis of such 
low prices that he would not make any profit at 
all; and on top of that would give away, through 
price reductions amounts equal to three or four 
times his normal profit, without even making this 
formula operative, 

MR. GERIN-IAJOIE: Do you mean that if a 
retailer had his own sources of supply and was man- 
ufacturing himself he could not sell bread, for 
instance, with a markup lower than 10 per cent? 

MR. SHELLY: Well, that depends upon --- 

MR, GERIN-IAJOIE: He is operating on a 
strictly business basis, without losing money. 

MR. SHELLY: Well, when you raise that 
question you are getting into the question of how 
much more efficient in these days of efficient 
modern bakeries -- you are getting into the question 
of how much scope there actually is for one manu- 
facturer or bakery to be lower than another in cost. 
I think you get into that question, And sag if 
there is a spread of 10 per cent -- and I do not 
think there could be that much -- as between differ- 
ent efficient operators -- and I am not taking 


high-cost and low-cost operators -- but you are 
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speaking of a retailer who has his own bakery. 
Well, undoubtedly in that same area there are other 
efficient bakeries too. And so, unless you have a 
terrific spread in cost of production in those 
different plants,efficient plants, there is no 
great probleme There is no resultant demam upon 
the retailer to supply other retailers, through 
hisnretall channel;(unlesstheresisva terrific 
spread, And I am not aware of anything like 

that. 

MR. GERIN-LAJOIE: But your view is that 
there cannot be such a spread between the retailer 
who buys from the manufacturer, through normal 
channels, and the retailer who manufactures for 
himself? 

MR. SHELLY: I came across this inform- 
ation in Ottawa a few weeks ago, while I was there -- 
and I think it is correct, because it came from a 
good source -- that the lowest margin taken on 
bread anywhere, except for possibly the loss leader- 
ing which happened in Montreal one week -- that is 
the exception -- other than that the lowest margin 
anywhere in Canada on bread is 12 per cent. 

So that when you come to this efficient 
retailer who has his own bakery, he could still 
turn around and, without incurring any overhead so 
far as his retail operation is concerned, he could 
supply another retailer and he could say to the 
other retailer, "You go to my bakery and they will 


supply you." And he could still make 2 per cent 





_ 





 ¥ifed@ .aM _f8es~ 
ee eee A . 

.wredsd owo etd est aw noftsier 8 20 a 

rartorets: ereds “sete odige dadd mt ¢rbe: 

8 ovad wor eaeinn (oe BAA 602" nadpvediUopsontte 
eaocd at noktoubong Yo aod mt bserda: oftiened 7 
vont ait orerit . edasta SnoboktTs  asmsica JaorstttD 

Hoqu: hems dnstivest om ef Sted? smofdorg daerg 
a iguonts pereltsdor srorido Clqque of relisier ont 
. otttured 8 et ovedé aesins .Lonmedo Lister aid : 






























SHEL gofidyns to ersws Jon ms “I bAA J bsotqe 
. .tadd 
Jedd et wetv qwoy dud “/STOCATeWTato | fam 
7 | talister eit meowlsd bssrge & dove ‘od Jonnso sted 
a Iswroa davouid Tetyd OST uiTsm eddy mort ayod orw 
10) @erudostunem onw woltnted Sad Bie _alonredo 
\. | ersamtit 
-mrottt atid waorss emas I :¥idaHe .AM- 
-- svedd’ ssw I efitdw .ogs avoow wet 8 swad20 at motis 
6 mort omBo of sausosd .Yoorroo et df vatd? I base . 
no meniad sigtet deowol etd gadd -~ Somsoe boog 
-rehsol aaol ef? yldtenog tot Iqeoxs . Srodwyis baord 
at Jatt -~ wAsow ono [serdnoM ot Setreqqet doldw ant 
Mbyte daewol odd tacit nsdy toHdo +~ moltgqeoxs saz 
390 19g SL ef beerd: ato Bbans) at oredwyss 
4 | dnototrte eid? oF omoo woe aecdw dedd 08 
{ittjea bivos od eeredsd wo etd gat ofw teltster 
oe bserrevo yas gatrmont dyontiw (bia bavots mud 
bLuoo ent _damreorion ak HOLS STEGO: Liader eid es 182 ; 
eft of ysa blyos of bis roltstor ‘arldons viaque 
[ftw yedd bos erodsd ym of Og soy": tolisser soto 
Ineo saq $ oem TfLtde Bfvoo ed bia: poy tlaque 


oiled 





- 2382 - Mr. Shelly 


profit on it. If he loses 10 per cent discount 
from the retail price, he would still have 2 per 
cent profit on it. And he would be in a better 
position than that, because this retailer in this 
situation has to go to that bakery and pick up that 
bread; whereas, normally it is standard practice 
for a bakery to give delivery free of charge. I 
think that is the situation in Canada today on 
preaq;: 

MR. GERIN-LAJOIE: I have just mentioned 
bread as an example. 

MR. SHELLY: Yes, and it is a good example, 
too. 

THE CHAIRMAN: Did you read about the inci- 
dent in Montreal? 

MR. SHELLY: Yes. 

THE CHAIRMAN: How would it apply there? 

MR. SHELLY: Well, in those circumstances 
the retailer would be buying from that retailer. 

THE CHAIRMAN: The retailer was not selling 
at a loss. He had a special deal with a manufacturer, 
I understand, under which the manufacturer gave him 
five cents credit on every loaf of bread. The manu- 
facturer did that, Is there any assurance that the 
manufacturer would do that for other people? 

MR. SHELLY: But under this formula that 
retailer would have been obligated to supply other 
retailers at the price at which he was retailing, 
less 10 per cent, 


THE CHAIRMAN: If the facts were as they 
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gave them to us, would that be fair? It was a 
rather curious statement of facts. 

MR, SHELLY: It was a very unusual situ- 
ation, true. And I think we can say that it was a 
fair situation for retailing, generally. 

THE CHAIRMAN: I understand that. 

63) MR. SHELLY: And therefore the operation 
of this formula would be such that this retailer 
who was, we will say, the offender -- through him 
that burden of the formula would be translated or 
would be diverted to the manufacturer who was 
really the offender, Because certainly he was 
practising discrimination, which is not the inten- 
tion of the government. 

THE CHAIRMAN: You cannot say that the 
retailer was guilty if the facts were as they were 
given; you cannot say that the retailer was loss 
leadering, because he made his full, normal markup. 

MRe o SHELLYso Yes. 

THE CHAIRMAN: And he got his five cent 
cut which he passed on to the consumer, which knocks 
everybody else out of the picture, for the time 
being. 

MR. GERIN-IAJOIE: Looking at the top of 
page 2 of your brief, it would seem you take for 
granted that loss leadering has a degrading effect 
on the industry as a whole, and loses for it the 
respect of intelligent consumers. Do you have any 
evidence of such effects on the industry and trade? 


MR. SHELLY: There is all kinds of evidence 
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of it; and there has been submitted to Mr. MacDonald 
over a period of time evidence to show that loss 
leader selling, in the sense in which we are dealing 
with it here, does result in practices which are 
degrading to the industry. 

Another thing about it -- and I do nt 
think I am getting away from the subject when I say 
this -- is that it certainly creates loss of confi- 
dence on the part of the consumer, and also causes 
confusion, 

I will give an example of that. Take, for 
instance, in the preserving fruits season, when 
peaches come on the market in pretty generous sup- 
ply. Of course the first peaches that come on are 
high in price, and they gradually go down in price. 
Then, the market reaches a certain level where it 
will probably stay for the season, Then some 
retailer thinks he is smart, Maybe his cost ona 
case of peaches was $2 and he runs a week-end 
special of $1.89, which does not look like much of 
a@loss. It will bring him extra people into his 
store, 

And, do you know what happens after that? 
Well, he only intended that for a day or two. 

Those peaches should have been selling probably at 
$2.40 or $2.35, or something like that. Other 
retailers did not feel like selling those peaches 

at $1.89; at the same time they do not like to be 
shown up that they are highway robbers by selling 

at $2.40 or $2.35. So they put their peaches away -- 






4 a 
; f 


bLanotosM iM og bode tna on 
eaol ‘sade wort: od somsbive ‘emt? to botaeq Pern 
antfesb’ ors ow tet at Sense add mt amkifes stobsel 
ets dotw asottostg at dlusen e50b ,ored of nditw 
| | eeetabat antdod gakbergsd 
a duods getdy sodtonA 
use I forw Jostdwe ond mort yews gattdog ms I datas 
~LU09 Yo asoL notketo YLatedreo JE seHd iat «+ arity 










eoavso oals brs ,vemvedoo Sdt 10 t48q end a0 eoneb 
| folkeuttos 
sot , sist dada yo ofqnsxe na ovig ILiw I 
cractw .ogn08 ettine) patvrorerq ond ak ,sonstent 
| “que suotentoy yiderg ot doors oft mo emos worlnnsg 


2t8 mo omoo tad? aerloseg text? end eanuos 10 sylG 


; | soktg of mwob on Ylissbexs coat base ,sotetq at seid 
i st xiaiw level oistdeoas 6 aodosor Jase 93 . soit 
i” emou celT ,fossssa ods vot teste yidedorwg Ifltw 
i s fo deco eld edysM draws at off epibtd aetteder 
ih hite-Aeow 6 anuy of bas S$ ssw eodoseq To ee8o 
ig ‘to dou exPE Hood tom wood dokttw 08. L¢ to Istoeqe 
" " eid otat slyosq arixe mid gnind iitw JI yeeol s 
7 Ve rote 


i Tiedt sedte eseqgad terlw woo voy ob ,baA | 
‘ow? to ¢ab 8 {0% isd? bebrietmt y~ao od ,IlewW 

ts yldsdorg gntifen nesd svat Bivoda asrioseq seonT 
reditO (dats ontf siibddemoa xo e8E.8¢ sa OF, ge 
earioseg saond gaiitee ote Lest Jou BLO ersiietor 

od 09 eEL om ob Yous omEd omse ont te ,e8.L¢ 33 
gitiies yd ereddot ysurigit oxs yond tard qu mworde 

-- ‘gawe gorloseg “herd Jug yadd 08 .2e.3¢ 20 OF.S8 ts 













= 23865 - Mr. Shelly 


they put them aside. They do not buy any more from 
the wholesaler, They do not want to be shown up. 

And therefore the producer in British Col- 
umbia will suffer. Out there they have their central 
selling organization and they are anxious to dispose 
of their peaches. They push the sale of their fruit. 
They have their own sales agencies -- and I am not 
making up this story; these are facts. This is a 
good example of what happens, 

The producer sits out there with a lot of 
peaches to sell. The consumer here knows that 
peaches were offered very boldly in an ad ina 
certain week at $1.89. Therefore, to her, that is 
a fair price for peaches, Because, no matter what 
price a merchant charges, so far as the average 
consumer is concerned, he is still making a lot of 
money. And I do not blame the consumer for feel- 
ing that way; it is natural that she would, 


So, as I say, the consumers have seen this 


’ 
price of $1.89. Therefore every housewife wants to 
have peaches at that price. Every housewife wants 
to preserve peaches; but in this case she waits. 
These peaches were on in one store over a week end, 
But, next day she sees that they are priced at 

$2.35 or $2.40. She says, “Well, I have seen them 
at $1.89. I am going to wait." The result is that 
the food retailers, generally, who should be putting 
their efforts into the sale of peaches in order to 


move the crop that has been grown out in British 


Columbia, are not interested in selling peaches at 
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all. I have seen that happen during a season, 
With one cut price it affected the sale of that 
product in the way I have described. And what has 
been gained? 

MR. GERIN-IAJOIE: Do you mean that the 
peaches did not sell after that? 

MR. SHELLY: Absolutely; because the re- 
tailers have no interest in selling peaches under 
those circumstances, There would be no use trying 
to sell them at $2.35 or $2.40 -- which was away 
above the $1.89 at which they were sold. And you 
can still see that ad. Those ads were in the papers 
in big bold letters. The consumers think they are 
smart and they will wait until they can buy at 
$1.89. 

And so the result is that,before the con- 
sumer knows it, the season is over and they have not 
put up their peaches. Then, the producer, at the 
other end of the line has not sold his peaches, He 
could not sell them. We have seen this sort of 
thing happen again and again, 

Let me read something from this green book -- 
and this is not a retailer speaking, It comes from 
the provincial farm produce growers association, 
Dealing with the pre-war period, they say: 

When the loss leader was in common use 
in grocery stores the practice was to 
pretty well confine it to those things 
dominating the average table and thus 


we found greater use of the farm 
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products as differentiated from dry 
groceries as the item invariably used. 
And that is as far as Mr. MacDonaid went, Then 
there is this further paragraph: 
Before the war butter and fresh fruits 
and vegetables were the favourite items 
used in loss-leader sales. Butter was 
sold continually at or below laid-in 
cost as were many of our fruits and 
vegetables, 
Today the government is losing the money, because 
they are subsidizing butter, 

That is the sort of thing I have been talk- 
ing about here as a retailer. I am sorry we have 
not some people here from the British Columbia tree 
fruit board. The stories they could tell you about 
how these things work, and all the harm it does to 
the growers, would be most interesting, I am sure. 

So what I am coming back to is this matter 
or confusion, because that is all it is. This type 
of loss leader selling causes confusion in the minds 
of the consumers, 

MR. GERIN-IAJOIE: Do you not think that 
from time to time the consumers know that the retail- 
ers wish to sell these stocks at cost price, and get 
rid of them? 

MR, SHELLY: Yes. 

MR, GERIN-IAJOIE: And have clearance sales? 

MR, SHELLY: Yes, but that is an entirely 
different thing. As I said a little while ago, if I 
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find myself with 200 cases of peaches, which would 
not be any good on Monday, I would put a sign on 
them saying "To clear" -- and that explains the 
situation to my customers when they buy them, They 
know about it. But unless it is indicated in this 
way they do not know about it. 

THE CHAIRMAN: All these people would have 
to do would be to say, "To clear, $1.89"? 

MR. SHELLY: Yes, but that would not be 
honest, 

THE CHAIRMAN: You say it is deceptive, any- 
way. It might be a little more dishonest, but possib- 
ly there would not be the confusion. 

MR. FAVREAU: It would be less unfair. 

MR, SHELLY: It is all right to say that; 
put, in practice, you never find the thousands of 
retailers we have in Canada doing that sort of 
thing. 

THE CHAIRMAN: But if one of them got ina 
shipment for the purpose of making a spread with it 
and advertised those peaches at $1.89 -- "Big ship- 
ment, just received, to clear, $1.89" -- would that 
cause confusion in the minds of the public? Lt 
would be actual loss leadering. 

MR. SHELLY: It depends upon the circum- 
stances, 

THE CHA IRMAN: If they cost $2 a case to 
get them in, and they were being offered at $1.89 
to get people into the store, it would be loss leader- 


ing, would it not? And if he said, "To clear", would 
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that remove from the minds of the public the idea 
that the price ought to be more than $1.89 -- by 
merely saying that it was "to clear"? 

MR. SHELLY: Well, I would say it would 
depend entirely upon the circumstances. I think, 
with a big shipment of fruit coming in, and if it 
is good fruit, and I mark it "to clear", there is 
no indication that they are distress peaches. Any- 
body can see that. They are not on the verge of 
having to be put up today. It has to be honest, 
Consumers can tell that sort of thing. 

And that is why I gave this other example 
with respect to regular merchandise. Somebody just 
had a notion that he would be smart and get a lot 
of people into his store for the week end, and he 
would use that as a leader, And he did get people 
into his store, there is no doubt about that; but 
look at the consequences. 

MR. FAVREAU: What about the dealer who had 
lots of peaches, honestly, but who did not advertise 
them at $1.89 and did not indicate that they were 
"to clear"; would that be deceptive? 

MR. SHELLY: That is exactly where this 
does harm, yes. 

THE CHAIRMAN: And, whether he has brought 
them in for the purpose of putting on a special loss 
leader, or whether he has a supply in, in the ordin- 
ary way, which he thought he would be able to sell 
but which, subsequently, he found he had to get rid 


of -- in either case, there would be confusion, 
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MR, SHELLY: What happens, generally 
speaking, in practice is this -- and I believe 
this is common to almost any distribution centre 
in Saskatoon, and I believe Saskatoon is a typical 
distribution centre. We have here half a dozen 
different wholesale houses handling this type of 
thing. Let us say that one of them, through bad 
management, or whatever it may be, or bad judgment 
becomes badly oversupplied on a particular item. 

Let us take peaches, again, 

There is nothing wrong with the quality 
and, provided we can sell them within a normal 
period of time they will be 0.K. Well, instead of 
him upsetting the whole market, what happens in 
practice is that he will phone around and he will 
tell the other houses, “I made a mistake on peaches; 
I am overbought. Can you help me out?" Some of 
them may be on the verge of ordering more cars. So, 
instead of ordering extra cars they will say, "Sure, 
I will help you out." Somebody else will take 250, 
and so on -- and so the situation is kept clean 
That is what happens in practice. 

But if the product is overripe, there is 
nothing you can do about it; you just have to get 
FIC OL Jt. 

MR. GERIN-IAJOIE: How do you determine 
good faith in these transactions? The Chairman has 
just made reference to this point; Supposing a 
retailer buys a whole lot of peaches, just to make a 


special of it, and proposes to sell them under his 
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cost price. He puts on a clearance sale, perhaps 
on the first day that he gets them. 

MR. SHELLY: Under this formula, all that 
would happen is that if that price happened to be 
such that it would be to their advantage to buy 
their peaches from that retailer instead of buying 
from their wholesaler, that is what the other 

66) retailers are going to do, 

THE CHAIRMAN: That is what they would do? 

MR, SHELLY: Yes; but it still leaves 
every operator free, legally, to sell at any price 
he likes, 

MR, GERIN-IAJOIE: And if it is really a 
pona fide clearance sale, do you not think it would 
penalize the retailer if he is obliged to sell 25 
per cent of his stock to one retailer and 25 per 
cent to another retailer? 

MR, SHELLY: No, I would not say it is a 
hardship on him at all. I say that if it is a bona 
fide clearance he would be happy to get rid of it. 

MR, GERIN-IAJOIE;: But he is obliged to 
give a discount, 

MR. SHELLY: Yes, but by giving that dis- 
count he gets rid of them that much more quickly. 
Otherwise he might have to cut that price once 
again before he sells the last of what he has on 
hand, Whereas, if the other retailers come and 
spread the load, by relieving him of 25 per cent 
of his stock --- 

THE CHAIRMAN: Perhaps he might not cut 
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it quite as much. 

MR, SHELLY: Yes, true. But the law of 
economics will govern there. 

THE CHAIRMAN: He might dispose of some 
of it to other dealers whereas, if he was not oper- 
ating in that way, he would have to sell it to the 
public, 

MR. SHELLY: Yes, there would be no hard- 
ship. Most retailers are not interested in buying 
dead stock from other retailers. The rate of dis- 
count is so inconsequential that it is of no impor- 
tance, from that standpoint. 

THE CHAIRMAN: Sometimes you get canned 
goods as clearances, GoQ. 00. your nov == canned 
tomatoes, for instance? Does that not happen when 
you get on towards the time when the new crop is 
coming in? 

MR, SHELLY: No, because they can be car- 
ried over another twelve months, quite easily. 

THE CHAIRMAN; Do they not deteriorate at 
adda 

MR, SHELLY: No; the only thing there is 
that if the new pack is on the horizon and the 
indications are that the price will be lower than it 
was for the old pack, then the retailers will cut 
the price. They may expect that the price will be 
down 50 cents a case; 80, pefore the new pack comes 
in on the market they will have a sale on the basis 
of giving the consumer 25 cents a case off instead 


of the 50 cents a case which they expect -- or 
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something in that ratio. And in that way they will 
ease their loss. But, from the standpoint of carry- 
ing over into another season, there is no problem 
there at all. 

THE CHAIRMAN: There is no depreciation? 

MR, SHELLY: No, 

THE CHAIRMAN: And there is no deterior- 
ation? 

MR, SHELLY: No. I might say that on 
canned cherries there is some deterioration, There 
is quite a lot of acid content in cherries, and 
they blow. That does not mean that in twelve months 
they will be gone; but maybe in eighteen months you 
will have trouble with them, 

MR. GERIN-IAJOIE: I have one question to 
ask about premiums. Let us suppose that a store 
offers a2 premium for any purchase of $3 or over. 

My DRELLY: * Yes. 

MR. GERIN-IAJOIE: Now, supposing the 
neighbouring retailer comes in and wishes to buy 
$300 worth; he would only get one premium? 

MR. SHELLY: re it would go for every $3. 

MR. GERIN-IAJOIE: But if that is not the 
offer, if the offer is for any purchase of $3 or 
over a 

MR, SHELLY: Yes; in practice, any stuff 
you see put out by a retailer you would go into that 
store and buy $6 worth and he would give you two 
premiums. That is always the practice, You buy 


$6 worth of goods and you get two premiums. You 






tiled? .<am . - 7” a | : | . 












Ittw yodd ysw.dadd ot DOA Lob¢er oarhetasiiest 
-wrtR9 to sttogbaste od mort 30% .2a0L thedd case 
moldoig of ah —e eee 
re . ,Ifs ts ovedd 
Tabhtaromnes om af stent ‘Man Att SRT 
| “om sian i” 
“totrste5 om at exert boA :VMAMAIAHO SHT 
























| taotds 

a no tad? yee deigtm I lou. exam AM 
He | 7 Ss1eiT .notvsiobisteh smoe af ovadd sebrxsrio bens 
P bas .eelrreds nt dmetnon bros Yo vol 2 sttup et 
adisom evlow) mt dad asem Jom a90b Jatt Ywold vartd 
yoy aetdiron needtdgio ak ecran dud :9n0g od {Iiw yoddt 
vnedd ddtw efdvord ovad ULERW 

eM ot noldesvp ano syat I : SLOGAT-MTaaS oF 
oe | stota S dait seoqqua av Jal .emuimerq tuods aés 
+T9VO TO £4 to sandomug YAS LO? mutnorg s aretIo 

20% <YunIaHS aM 

oid goteogqua ,wo :RI0GAT-WIRSS AM 
wud of rotfetw bas st aomos veltster gatavoddgten - 
Tamimesg ono Jeg yliro hivow of yidaow 0068 

.&8 weve 10% op bivow df ,oM s¥aursite am 

edd Jom at daty tt Gum <aOtAT- iam LAM 
to Fé 0 Pascoe Ys TOL al “eI old tt <T9Tto 
. | ~~~ TSVO 

Yuta yrs soktoang . 7e5Y +¥a0aHe am 
dsj ognt og biuow ed eeteatii 8 td 400 _ 298 Hoy 
“owe 10% ovis biuow at Sue dérow 3} yod bas erode 
‘ud woY .d08toeug oid eyawis Gt YadT amitmong (v3 
wok jamilacry owt Yey' vor Ais aboos to dddow 3s 





- 2394 - Mr, Shelly 


buy $9 worth and they give you three premiums, If 
they did not do that, well they would be in trouble 
with the consumers. 

MR. GERIN-IAJOIE: I am not sure about 
that. 

MR. SHELLY: dae sure; that is regular 
practice. 

THE CHAIRMAN: You mean that the consumer 
would object. 

MR. GERIN-IAJOIE: At Steinberg's in 
Montreal they offer a premium for any purchase of 
$7 or over. It may be $10 or $12, but there would 
be only one premium, 

THE CHAIRMAN: But if they bought $14 
worth they would be entitled to two premiums. 

MR. SHELLY: If this is translated into 
law, we would have to have that interpretation in 
there -- that it means, ina case like that, that it 
has to apply to every $3 worth, That is easily 
expressed, I think. 

THE CHAIRMAN: That is the intention you 
have, anyway? 

MR. SHELLY: Yes; and that is in conform- 
ity with normal trade practice, 

THE CHAIRMAN: And that is the intention 
you have? 

MR. SHELLY: Yes, definitely. Otherwise _ 
it would be a wide-open invitation to ee enn ny Peet 

MR. GERIN-IAJOIE: Is it possible that 


trade practice to which you have referred would 
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vary from place to place and from region to region? 

MR, SHELLY: It could; but I doubt very 
much if it does, because I think the consumer would 
take care of that. 


--- Luncheon adjournment. 
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--- Upon resuming at 2.30 p.m. 


THE CHAIRMAN: The hearing will resume. 

MR, GERIN-IAJOIE: Mr. Shelly, I should 
like to have you clarify if possible the enforement 
procedure you would envisage for the whole formula 
proposed in your brief, You seem to consider some 
type of enforcement, in paragraph 14, where you 
refer to indemnity in case of non-conformance, That 
is the only enforcement you envisage? 

MR. OHELLY: Thav is right. 

MR, GERIN-IAJOIE: And how would that 
indemnity be enforced? 

MR, SHELLY: Well, I made some comment on 
that earlier, The fact that I had not studied it 
from the legal angle -- I do not know just what is 
involved procedurewise. But when you say, what do Ii 
envisage, I tell you what I would hope to envisage, 
and that is to have it as simple as possible so that 
aman against whom default is made would be able to 
come and collect double that discount that he other- 
wise would have had, Just what the legal process 
may be to give effect to that, I cannot say. 

MR. GERIN-LAJOIE: Supposing the first 
price cutter or retailer does not wish to pay the 
indemnity, I suppose some enforcement board or sonie 
tribunal would be necessary? 

MR. SHELLY: I suppose so. 

MR, GERIN-IAJOIE: Would you envisage proced- 


ure before the ordinary courts of law, or before a 
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special board; or have you any thought about that, 
at all? 

MR, SHELLY: I think that is something for 
study by the Oven, to devise something that is 
practical and effective, and as simple as possible. 

MR. GERIN-IAJOIE: But you have not any 
Suggestion to make? 

MR, SHELLY: No, I have not studied that 
aspect of it, 

MR. FAVREAU: Simple, practical and ae 
stitutional, 

MR, SHELLY: That is right. 

MR, FAVREAU: I was wondering whether in 
forcing a retailer to resell some of his merchan- 
dise to the extent of $300, for instance, at a price 
which would be either 5 per cent or 10 per cent 
below his normal resale price to the consumer si E 
was wondering whether in so doing vou would not, in 
many cases, in rare force the retailer to take an 
actual loss, taking into consideration his normal 
cost of doing business. 

And here is my view of that -- and I 
offer it as part of the question -- that if you take 
for granted that the average cost of doing business 
on butter, fluid milk, Hotere She lard and so on, 
is 5 per cent and one retailer sells at 8 per cent, 
you would expect that he would make a net profit of 
3 per cent? 

MR. SHELLY: Yes, 

MR, FAVREAU: If he is obliged to sell 
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this merchandise to the extent of $300 at 5 per 
cent less than the price at which he puts it on 
sale, then this will give him a gross profit of 
only 3 per Gert, thus forcing him to lose actually 
2 per cent on that sale, 

MR. SHELLY: Mr. Commissioner, there would 
be no loss at all in that eee because, as the 
formula says, the retailer has the right to direct 
this buying retailer to the wholesale supplier. 

MR, FAVREAU: Yes, I am coming to that 
point, But, to test the formula you would have to 
place yourself in the most drastic situation. These 
are not objections I am offering; but if we have to 
recommend some kind of formula then we will have to 
know that it can go through all possible tests, I 
think we have to take for granted that a manufac- 
turer or wholesaler will not be obliged either to 
ship to or to sell to that particular retailer, 
because he can choose his own customers. 

MR, SHELLY: No, but the wholesaler or the 
manufacturer concerned would not be selling to that 
buying retailer, He would be selling to the selling 
retailer, 

MR, FAVREAU: And if he were to refuse to 
sell any more et 

MR, SHELLY: And the selling retailer has 
already had payment for it. Because it is not a 
legal order e it is not an order that he has to 
accept from that retailer unless it has been nate 


panied by the payment. 
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So the selling retailer already has that 
cash, He simply conveys the order to his normal 
supplier, whose business it is to sell that merchan- 
dise and who ostensibly makes a profit from selling 
a 

MR. FAVREAU: Then, this would merely 
create an obligation on the part of that selling 
retailer to obtain in favour of the buying retailer 
the facilities of supplying to the extent of $300? 

MR. SHELLY: Yes, 

MR. FAVREAU: And that is all? 

Mi. SHELLY: Yes, 

MR, FAVREAU: And should it prove either 
very difficult or impossible for the so-called selling 
retailer so to get supplies available for the buying 
retailer, then he would be faced with no obligation? 

MR. SHELLY: If that was the oe that is 
true, 

MR. FAVREAU: Am I right in that? 

MR. SHELLY: If that is the fact. You can- 
not expect the impossible. A thing like that could 
happen, It would be very rare that it would happen, 
Publ 2 o .coOuld, 

MR. FAVREAU: And with this formula never 
would a selling retailer be forced to resell any 
portion of his actual stock on hand to a puying 
retailer, 

MR. SHELLY: Yes, that is right. 

THE CHAIRMAN: Would you make clearer for 


us what you have in mind by certain terms that are 
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used in your brief repeatedly. The first of these 
is "loss leader" and the second is "deceptive 
pricing", I would like to have as clear as I can 
what you have in mind, Because loss leadering has 
been defined for us in several different ways. You 
gave us a statement from the American law of these 
special statutes, where there is a certain minimum 
markup. But what we would like to get is what you 
have in mind, yourself, when you are talking about 
loss leaders. We want to be sure that we understand 
what you mean when you talk about them. 

MR. SHELLY: There are different effects 
of deception, different categories of deception, 
and I would like to mention a few of them. 

For aacanes: I was talking to a consumer 
not long ago and he brought up this subject. He 
was speaking about meat, a certain cut of ieee and 
he said, "I was in a certain store" ie and it was a 
large store. He saw that meat priced at 69 cents 
a@ pound. He knew that the going price in certain 
other stores in that same city had been 53 cents a 
pound for that very same meat. So he said to this 
merchant, "How come, your price is 69 cents, and 
everybody knows that the going price is 53 cents?" 
This was a big operator he was talking to, And 
the reply was, "If those other fellows want to go 
proke that is up to them,” 

ae that was a ogee and I think it 
demonstrates the point that. to a consumer, that 


situation was deceptive, The other operator was 
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charging 69 cents at that time and was obtaining 
Just barely -- I repeat, just barely ms a nominal 
margin on that item, 

It so happened that I was in Toronto a 
few days before that. You are all familiar with the 
Loblaw stores. The Loblaw price on that same meat 
at that time was 75 cents a pound. I was in another 
store in St. Catharines, a Bbon new, sizable food 
market, And that chap was getting 72 cents a pound 
for that meat, And here in Saskatoon, a large ee 
ator of repute was getting 69 cents bbe eens to a 
consumer nares looked like a ridicuously high price, 
And in Toronto the consumers were thinking nothing 
a. or in St, Catharines -- of paying 72 cents or 75 
cents in the very organizations that have the repu- 
tation of being the lowest priced people and the 
most efficient people in Canada, 

So I am just giving you that as an Tits= 
tration of the kind of deceptive effect it has on 
a consumer when you have that kind of situation, 

THE CHAIRMAN: Do you know whether it is 
normal for the price of meat to be somewhat higher 
in the east than it is in the west? 

MR. SHELLY: Just a mere trifle, a small 
amount, perhaps two or three cents a pound, Most 
of the meat comes from here and there is the matter 
of transportation. But it is only a trifle. So 
there you have one type of deceptive effect, Maybe 
I should not call this 53 cent price that was in 
effect here Ms Hee I should not call it that. I 
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have not wanted to say what is a loss leader, and I 
do not want to yan because that is just a matter 
of opinion for everybody concerned, 

THE CHAIRMAN: Perhaps we can get at that 
a little more closely. You are explaining what you 
mean by deceptive pricing. 

MR. SHELLY: Yes, deceptive effect. 

THE CHAIRMAN: And you wanted to get away 
from speaking of it as a loss leader, If a big 
operator in the west is charging 69 scneay and others 
are charging 53 cents, then it seems to me that one 
of two things is fairly pian either that the 69 
cents provides for a large margin of profit, or the 
53 cents does not have any, 

MR. SHELLY: I have just made the remark 
that that 69 cents does provide just the bare minimum 
of normal margin, 

THE CHAIRMAN; Then the 53 cents would be 
a substantial loss. 

MR. SHELLY: You can arrive at your own 
conclusions as to the 53 cents ms as to what that 
represents, 

THE CHAIRMAN: It would be selling at a 
loss, whether it was a loss leader or not, 

MR. SHELLY: That is right. So there you 
have that deceptive situation, Here was a con- 
sumer -- 

MR, FAVREAU: Why would they do it? Would 
it be to bring in customers? 


MR, SHELLY: I am not going to answer that 
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one, I do not know, 

THE CHAIRMAN: Strictly speaking, I have 
always looked at loss leading as having the word 
"leading" in there for a purpose, 

MR. SHELLY: Yes. 

THE CHAIRMAN; And that purpose is, nor- 
mally, to lead people into a store, 

MR. SHELLY: Jens that is right. 

THE CHAIRMAN: To buy something ss whether 
it is to buy other things at a higher margin of 
profit or merely to get them into the store so that 
they will buy something, 

MR. SHELLY: Yes. And I think I should 
say, too, that that price of 53 cents was not just 
for one day or two days or one week or two weeks. 
It was for quite a long period of time, And every 
other cut of meat, of that form of Pea was in the 
same proportion, 

And that is why just before the adjourn- 
ment for lunch I made it a point here to say that 
there are two peeeas two general eaacen of loss 
leader selling. One has the aes effect and 
the other has the long-term. I believe I explained 
those earlier, So that is one type. 

THE CHAIRMAN; That is one of the things 
you mean by deceptive pricing, 

MR, SHELLY: Yes. It is deceptive in 
this way, that it places the merchant who sells on 
even just a bare margin, so that he probably barely 


makes enough to break even -- it places him in a 
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position of being a highway robber in the eyes of 
the public. 

THE CHAIRMAN: But who is deceived, actu- 
ally, by that practice? I am trying to get the mean- 
ing of the term, 

MR. SHELLY: I think I have to say that you 
can look /1t on the short-term basis or on the long- 
term basis. If a situation like that lasts long 
enough certainly the consumer is deceived in the 
eri. 

THE CHAIRMAN: Well, if the consumer con- 
tinues for a long period to get that meat at 53 
cents instead of 69 cents or 72 Bile maybe he 
enjoys being deceived, 

MR. SHELLY: That is right. But I mean ie 
and I do not think I made myself clear -- if a Ail aeee 
ation like that runs long enough there are not going 
to be many competitors left. I mean it in that 
sense, So that, then, in the end the consumer has 
been deceived, And in the meantime he has been 
deceived in another way. Lt 1s. this ke and maybe 
this might not be harmful to the consumer, but it is 
certainly confusing to the Soetntioeen that the 
consumer has been certainly of the impression that 
certain stores charge away more than they should 
charge, It puts them in the wrong light. 

I am speaking of the long-term view, the 
thing that has continued for some time, On the other 
side of it I have mentioned, this forenoon, the type 
of thing where we have the hit-and-run type of loss 
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tees which has the effect of affecting very much 
the future sale of that product, to the detriment 
of the producer. That is one type. 

Another type of deception through loss 
leader selling is where the seller quite knowingly, 
knowing that he has only a very limited supply of 
this particular item on hand or available, makes a 
big splash with it and brings people into his store, 
When it is Sones it is gone. But the people are 
there; and while they are there they are buying other 
things, 

There is an element of deception there, too. 
The people are there in the hope of being able to 
buy that particular item. and a few of them succeed; 
but there is the element of deception, 

THE CHAIRMAN: I can see there is an elem- 
ent of deception, where there is advertising of goods 
for sale in such a manner as you indicate that the 
dealer has a fairly liberal supply, whereas in fact 
he has only a very small number, and people go into 
the store for the purpose of getting +t when it 
becomes perfectly clear that only a very few of them 
can ever hope to get it. There is an element of 
deception there, so far as the buying public is 
concerned, 

MR. SHELLY: Yes. 

THE CHAIRMAN: But if he has an adequate 
supply to meet the demand of those who come in, they 
are not really deceived, are they? 


MR, SHELLY: That is right. I meant it in 
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that sense, that Ve in the sense of not having an 
adequate supply to meet the requirements of the 
people who would be brought in, 

MR. FAVREAU: We are told that some dea 1- 
ers, particularly in connection with appliances, 
who wished to act in good faith would advertise an 
item at a great reduction, and they would say, in 
characters which you could read quite easily, 

"Three only", or "Five only", thus indicating that 
they are clearing them out, 

MR, SHELLY: That is legitimate, 

THE CHAIRMAN: Also it has been made clear 
that the purpose of that is to get people into the 
store, 

MR, SHELLY: That is right. And another 
thing is that, of course, extensive loss leader 
selling does produce certain pressures. If there 
gets to be a lot of it, and a man wishes to remain 
ri puainesa® certain things happen that normally 
would not happen, For example, you might find that 
even the very store that advertises at that loss 
leader price may have that item on display in that 
store in two different places at two different 
prices. 

So long as you get the people in pice a 
certain percentage of them will pick up the item 
from the pile where it is marked at a higher price. 
And I am not talking about anything imaginery, gentle- 
men; this is happening, 

MR, FAVREAU: I am just recalling my personal 
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experience; it might have happened to me. 

THE CHAIRMAN: Are you not likely to pick 
it off the pile that has the higher price and move 
4t to the other pile? 

MR, SHELLY: Each pile is marked. And 
then there is the matter of quality mixing. Meat 
lends itself to eae different grades of meat, 

THE CHAIRMAN: And, just coming back to 
that meat legeser: where there is a difference in 
price there can be a difference in quality. 

MR. SHELLY: Yes. One can advertise a 
certain grade of meat at a certain price? fora cer- 
tain cue and have it on hand, too, have it on dis- 
play; but he can also mix ina cheaper grade and 
advertise it and the advertising would be partially 
correct. 

THE CHAIRMAN: It is deceptive if the goods 
sold are not as advertised. 

MR. SHELLY: Yes, it is deceptive. 

THE CHAIRMAN: There is no question about 
it. 

MR, SHELLY: Another thing which is 
deceptive about it -- and I am again talking about 
meat - is that, by and jae people are accustomed 
to certain ey a certain standard of trim, Loss 
leader selling, ate has a tendency to encourage 
deceptive trim. True, in the ads it looks just like 
the normal thing that a consumer always buys. But 
when they get into that store they find the trim is 


not what they are accustomed to. However, when they 
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are there they are going to do some buying, 

THE CHAIRMAN: A little more bone or a 
little more fat, 

MR, SHELLY: Yes, but it is deceptive, 

I say it is deceptive. And we are now talking about 
the different angles of aéodpened, and there is an 
endless number of them, I have just noted a few of 
them, 

THE CHAIRMAN: Some of them are almost 
impossible to prove, 

MR. SHELLY: Yes, that is quite true, But 
that is why I feel so strongly that this formula 
which we have presented to you is so automatic in 
its application that it automatically seeks out the 
things that are not right and puts a penalty where 
it should be put. And it does not concern itself 
about anything where there is no problem. It is 
very automatic in that respect. 

Another thing ie and this may be somewhat 
off the subject -- before we began the hearing this 
afternoon a newspaper reporter asked me a question 
in which he pointed out that he was puzzled about 
what is a loss leader, So I said to him -- 

THE CHAIRMAN; We are wndbicth too, but not 
merely from what we have heard here this morning. 

MR. SHELLY: I am glad that was brought up, 
because it just brought this to my mind. If we get 
this formula going I think I can say that so far as 
the food field is concerned there is no loss leader, 


We will have no occasion for anybody to speak of 
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loss leader, or to be concerned with loss leaders, 
and we do not need any definition of loss leaders 
because there will not be any loss leaders, 

SO far as. the retailer is concerned, there 
will be no loss leaders because he is always ina 
position where he can step in and he has access to 
Supply on a basis which at least gets him perhaps 
half of the margin which he otherwise would have. 

MR. FAVREAU: You do not have to ask your- 
self whether he is loss leadering or not, 

MR.., SHELLY:» That is. right,..vyes, 

MR, FAVREAU: You can always place your- 
self on his level, 

MR. SHELLY: We are not interested in that, 
We no longer have any interest in loss leadering. We 
are not concerned with it. 

THE CHAIRMAN: You have a somewhat similar 
result as a prohibition on the selling of food Looe 
ucts at a lower price than one which would show a 
markup of less than 5 or 10 per oe according to 
the category of the goods, Because if they do that 
they will be called to book by other retailers who 
could compel them to sell at 5 per cent or 10 per 
cent less than that. In other words, they would 
have to sell to the other retail at below their 
actual purchase price, themselves, It would produce 
the same effect, 

MR, SHELLY: Yes. 

THE CHAIRMAN: But not by any compulsory 


rule of law enforced through the courts. 
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MR, SHELLY: That is right. 

THE CHAIRMAN: But by ee that me) if it 
works a automatic self-policing. 

MR. SHELLY: Self-policing, yes. Again, 
it does away with all complications of attempting 
to prove at any given time what the cost is in the 
case of this merchant,or of that merchant across the 
street. And they may have different ee quite 
legitimately. 

THE CHAIRMAN: The total effect, so far as 
the consumer is concerned, would be that there would 
never be any food products offered for sale, apart 
from distress selling or ee oe at less than 
5 per cent or 10 per cent above the cost to the 
dealer; that is what it would amount to? 

Mh, SHEDLYsn Yes’ 

THE CHAIRMAN: In effect that would be 
what you regard as loss leadering; and it would pre- 
vent loss leadering? 

MRIMSHELLY ty vem add ybait pricing, ai. 
lures. It lends itself to and generates deceptive 
things of one kind or another, That is what we are 
aiming at. 

THE CHAIRMAN: But do you feel that at the 
present time there are many instances, or that the 
practice is prevalent, for a retailer to seli food 
products at a price which is actually less than the 
invoiced price to him? 

MR IIBHELLY: In the food field? 

THE CHAIRMAN: Yes. 
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MR, SHELLY: It is fairly prevalent. 

THE CHAIRMAN: In most of the other 
places at in some of the other fields 1s we have 
peen told that there is not much of that, but that 
there is a great deal of selling at such a small 
markup that they feel there must be an over-all 
loss. 

MR. “SHELDY: Yes. 

THE CHAIRMAN: But in many cases ieey 
should say that there do not seem to be many cases 
of sales at prices which are actually below the 
price to the dealer, 

MR, SHELLY: Yes. And there is one other 
deceptive feature about which I have a note, one 
other deceptive practice, I just came across this a 
few days ago. A friend of mine in another city sent 
me a four-page advertisement of a certain retailer 
in which two pages were devoted to the advertising 
of forty-one items most of which were priced in 
multiples, that is, two for so much or three for so 
much or four for so much, depending upon the item, 

Another page was devoted to explaining if 
and this was really Santa Claus now ee that the 
money-man was going to call around at the door of 
the consumer with shining new 25-cent Ry and 
that for every item found, either a part package 
or a part can, or what have you x or whole an in 
the home, for every item a shining new quarter would 
be paid for it. 


Now, I say that there are two deceptive 
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things about that. For one thing, no one has any 
knowledge of how many quarters are going to be 
given out, The other thing is that this explan- 
ation said that for every item found in the home 
25 cents would be paid, I am sure they mean -- 
and what they carried through on -- would be that 
every commodity, no matter how many cans you had 
of it on hand, would be considered an item, But 
the way the pricing was done was with the idea of 
loading the consumer with a lot of merchandise. 
It was priced in multiples, with the idea of sell- 
ing a lot of it. And undoubtedly, the consumer in 
going to those stores was loaded oes and undoubted- 
ly he bought heavily in the hope thatwhen the 
money-man did arrive every can of corn, which may 
have cost 13 cents, would bring a shining quarter 
pack. So there is deception there, 

THE CHAIRMAN; The money-man did not go 
everywhere, did he? 

MR. SHELLY: I do not know; I have not 
heard, 

THE CHAIRMAN: I think he would lose quite 
acletdivohe.caidas 

MR. SHELLY: And, by the way, in that par- 
ticular province where this came from, they have a 
loss leader law. The way that loss leader law was 
circumvented in this case was by merely putting the 
words at the bottom of the ad, "Manufacturer's 
offer", And these were all private brands. 


This provides me with the opportunity of 
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saying right now that if you should go ahead with 
something like this and leave out the provision 
here that we call for, that it should include 


private brands, that we would just as soon not have 


it at all. Because it is becoming more and more a 


situation where private brands are going to be the 
bugbear of loss leader selling. 

THE CHAIRMAN: Speaking of private brands 
in that connection, on some occasions people who 
have private brands are anxious to keep the standard 
nationally advertised brands at the regular fixed 
price and see that the prices on those things are 
not cut, because they can sell their private brands 
more readily than others. Whereas if standard 
nationally advertised brands were cut, their private 
brands would have no advantage in price and there- 
fore they would be more difficult to sell. 

MR. SHELLY: However, the way this formula 
would work, it takes care of private brands as nice- 
ly as any others, so far as any genuine loss leader 
sale is concerned, 

THE CHAIRMAN: Have you completed your 
consideration of the question of what you mean by a 
loss leader? I understand you are not being dog- 
matic as to just exactly where you draw the line. 

MR, SHELLY: We do not have to i with 
this approach, 

THE CHAIRMAN: I know. With your formula 
you do not. But, as to drawing the line between 


what would be regarded as a genuine loss leader 
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and what might be just a safe margin, I sete 
stand you are not concerned with that and you do 
not wish to be too specific about it, 

MR. SHELLY: That is right. 

THE CHAIRMAN: So far as deceptive pricing 
is concerned, you have given us two or three exam- 
les, Lb 16 Ouse definition, bun. IU ts an indi- 
cation, 

MR. SHELLY: Yes, just samples. 

THE CHAIRMAN; I was going to ask about 
your reference to private brands, the proposal you 
put forward on page 3 about private brands, Isa 
private brand owner necessarily going to be a loser 
by putting your formula into effect? 

MR. SHELLY: No, 

THE CHAIRMAN: Might he not gain? 

MR.SHELLY: He might gain, yes. 

THE CHAIRMAN; The owner of the private 
brand normally handles it himself, 

MR. SHELLY: Yes, 

THE CHAIRMAN: But if all sorts of dealers 
come and demand that he turn over a number of items 
of his private brand to them, will that not increase 
his sales as a private brand owner? 

MR. SHELLY: It helps to popularize the 
private brand, 

THE CHAIRMAN; It seems to me there might 
be, in many inbieneds, no reason for his kicking at 
all. 

MR. SHELLY: That is right. I know that 
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by-product is there; but we do not mind that. We 
are concerned with the problem of this formula and 
we believe the formula will overcome the problem. 
If, incidentally, we help him in other ways, we 
will be glad to do so, 

THE CHAIRMAN: Then, there is another 
question -- and I probably know the answer, but I 
wish to be quite sure about it. Would the formula 
apply within any particular geographical area? 

MR. SHELLY: No, the time factor would take 
care of that, 

THE CHAIRMAN: And the freight factor? 

MR. SHELLY: Yes, time and freight, 

THE CHAIRMAN: A gentey for instance, in 
Penticton would not write to somebody in Saskatoon, 

MR, SHELLY: Freight and time limitations 
take care of that. So that it is very simple from 
the standpoint of translating it into law. 

THE CHAIRMAN; It would pretty well auto- 
matically take care of any problem of that kind, 

Vitee Orley a OOo 

THE CHAIRMAN: One other small question, 
I am thinking of a small operator who might take a 
little flyer and might price one article fairly low. 
If a number of retailers then required him to supply 
them with $300 worth of that Sean would that ponntD- 
ly be a burden upon him, an unreasonable burden? 

MR. SHELLY: well, he writes his own ticket. 
He does not have to put himself in that position, I 
think that is the ‘best answer to that, This formula 
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does not endanger him in any shape or form, It 

puts him in a better position than he ever has 

been before. And if he wishes to be an offender by 
way of engaging in deceptive practices or loss 
leading vere: Heri, he is writing his own ticket. 
He knows what he is doing. 

THE CHAIRMAN: We must not get away from 
the fact that small dealers as well as big ones 
sometimes do this sort of thing. 

MR. SHELLY: That is true. 

THE CHAIRMAN: The little fellow could very 
quickly be put out of business upon the application 
of the formula, 

MR, SHELLY: Yes, 

THE CHAIRMAN: Whereas the big fellow would 
not be put out of business so easily. 

MR, SHELLY: That is right. 

THE CHAIRMAN; The little fellow would have 
to be more careful, 

MR. SHELLY: That is right, 

THE CHAIRMAN: Because it might bankrupt 
him very easily. 

MR, SHELLY: Yes. But I am sure Mr, Rands 
has given that very full consideration, and the 
association also; and they are not afraid of that 
angle at all. 

THE CHAIRMAN: With regard to the refer- 
ence to bona fide clearance items at page 5 of your 
brief, this question was raised this morning to some 


extent, You speak about its being conspicuously 
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marked as a clearing item. The question sticking 
in my mind is this: what guarantee would there be 
of the bona fide of the marking? 

MR. SHELLY: I might just as well have 
left that word out. It does not matter, So long as 
the item is marked "clearing item" a although the 
intent is that it should be a bona fide clearing 
item. But even if it were em supposing there is 
a marginal sent and one fellow says it is not a 
bona fide clearing item while the other fellow says 
it is. What would happen in those circumstances? 

Well, the only thing that would happen 
would be that in those circumstances the buying 
retailer automatically has access to 25 per cent 
of the goods he has on hand of that item -- right 
then and there Msgs the discount, This waives 
the $300 clause. 

THE CHAIRMAN: If it is just marked for 
clearance the formula does not apply in its full 
sense. 

MR, SHELLY: Yes. 

THE CHAIRMAN: In the drafting of it in 
legal form you might have to say, "Goods which are 
bona fide clearance items clearly marked or adver- 
tised as such," 

MR, SHELLY: That is right. 

THE CHAIRMAN: Otherwise the door would 
be pretty well open to cut down the effect. 

MR. SHELLY: Oh,yes. 

THE CHAIRMAN: And here is a fairly 
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theoretical question: during the last twenty-five 
or thirty years the average markup in the retail 
food business has been reduced considerably. 

MR. SHELLY: Yes. 

THE COAIRMAN: Would you anticipate any 
possibility of that product being reduced very much 
ewe through improved methods of merchandising? 

MR, SHELLY: The general price level has 
quite a bit to do with that, The price of goods is 
quite a big higher than it was eee The cost 
of doing business in terms of percentages has not 
gone up as high as the price of merchandise, And 
that has been helpful a plus increased efficiency. 
And certainly food stores are much more efficient 
today than they were before the war. And there is 
lots of scope yet for further improvement, 

THE CHAIRMAN: If you take the D.B.S. and 
other records I think you will find they indicate 
that the average merkupsof independent retail stores 
or chain stores. have shown a reduction, perhaps not 
every year, put it has been progressively down, 

MB. SULLY t. Yes. 

THE CHAIRMAN: If it went down much farther 
in some cases it might get below that 10 per cent, 

MR, SHELLY: Yes. Well, the time could 
come where there might be occasion for some revision 
in this schedule, Incidentally, that question was 
raised by Dr. Timlin who, I am glad to see, is here 
today. That question was raised in the discussion 


we had a couple of weeks ago. My suggestion on that 
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was that perhaps there should be some sort of 
advisory committee on which consumers would be rep- 
resented and the trade would be represented, and 
that the committee would serve in an advisory same 
acity on any amendments which might be required 
from time to time, 

I do not see much cocasion for snicndmenibe:, 
however. But we do know that through the years 
changes do take place, 

THE CHAIRMAN: Your idea of five and 10 is 
that that is a suggested figure which you think is 
suitable for the present state of business. 

MR. SHELLY: , Yes. 

THE CHAIRMAN; It might require some mad- 
ification at some future date, 

MR. SHELLY: Yes. 

THE CHAIRMAN: When conditions vary enough 
to warrant it? 

MR. SHELLY: Yes, 

THE CHAIRMAN: I was interested in the 
discussion about meats this morning, the way it would 
operate with regard to meats, Perhaps you could go 
a little farther on that subject. Let us suppose 
that a butcher buys a carcass of beef at 30 cents a 
pound. He markets various cuts at all sorts of 
prices. I do not know this = perhaps you can tell 
us a but would any of those portions of the carcass 
be sold at less than 30 cents a Soenas in a retail 
store? 


MR. SHELLY: Yes. 
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THE CHAIRMAN: Some would be? 

MR. SHELLY: Yes. 

THE CHAIRMAN: And others would be aoe 
haps up to 60 or 80 cents, depending upon what they 
were worth? 

MR. SHELLY: Yes. 

THE CHAIRMAN: Supposing some portion was 
sold regularly by this particular butcher at 20 
cents a pounds; what would the competing retailer be 
entitled to ask him for? 

MR. SHELLY: Well, he would be entitled to 
ask for $300 worth of that particular cut. 

THE CHAIRMAN: He would have a sweet chance 
of getting oe would he not? $300 worth of one cut 
would require quite a few animals to be carved up. 

MR, SHELLY: Yes. But, you see, this 
thing gives equal rights to everybody. And it is 
not going to be used just for the fun of al so to 
speak, 

THE CHAIRMAN: But it might be used to put 
great pressure on a man who has cut a price, a man 
who perhaps is not very popular, It might be used 
as a punitive weapon against him in a drastic 
fashion, 

MR. SHELLY: Yes; but that same man could 
turn around and buy from other retailers in the same 
way. So it is self-compensating, I gave that par- 
ticular angle a lot of Pen I might say. 

THE CHAIRMAN: In this particular instance, 


$300 worth of that one one cut -- let us suppose 
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that a dozen retailers wanted to get this one man 
out of the wet. if he was a very unpopular man vet! 
cause of his behaviour. They might want to get rid 
of him and they would just say, "Well, let us go to 
work on him." They could order $300 of that partic- 
ular cut. 

MR. SHELLY: His defence is that he can do 
the same thing with the others. 

MR. FAVREAU: Or that there is no real 
possibility to replenish. 

MR, SHELLY: There is the time element in- 
volved. But if you do not put that interpretation 
upon it in the case of meat then we have nothing 
left, I think it is the only approach we can use. 

THE CHAIRMAN: In meat you would have to 
apply to each particular cut, 

MR, SHELLY: Yes. 

THE CHAIRMAN: It seems to me when you buy 
up a carcass it might be pretty awkward, 

MR, SHELLY: Yes, it might be. But I do 
not think we have anticipated any problem on that, 

I would ask Mr, Grant if we have. 

MR, GRANT: I do not think so, no. 

THE CHAIRMAN: The butcher buys by the car- 
cass, as a eit. does he not? 

MR. SHELLY: He can buy in other ways, too, 
if he wishes. 

THE CHAIRMAN: But he does not ordinarily 
buy so many joints, does he? 


MR. SHELLY: The little fellow does. 
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THE CHAIRMAN: Yes, but a butcher of any 
size does not ordinarily buy so many pounds of rib 
roast and so many pounds of brisket, and so on, 
does he? He gets a carcass and he cuts it up hae 
self Heabuse: as a matter of fact, he has a margin 
to work on, 

MR. SHELLY: Yes, that is right. 

THE CHAIRMAN: And it seems to me that if 
that is the regular eractiae: there might be a bit 
of a problem where there is only one cut of meat 
that is reduced to a point where other dealers 
would want to get it from him, 

MR, SHELLY: | (Yess 

THE CHAIRMAN: And there might be a prac- 
tical problem in that connection, If they wanted 
to they could put pressure on him and make it pretty 
awkward for him, so that perhaps it would be more 
drastic than a legal penalty. 

MR. FAVREAU: It might be more logical to 
allow them to buy a whole carcass to the extent of 
$300 at the average price, so that the whole thing 
is sold to the consumer at less than 10 per cent, 

MR, SHELLY: I do not think it would meet 
the practical problem. I was thinking that, as an 
option on meats perhaps one could provide an option 
whereby this would be one slaty but the selling 
retailer would have the option, instead of supplying 
that quantity of meat, to pay double the discount 
that otherwise would have applied on that sale. 

MR. FAVREAU: Or could he have the 
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opportunity to offer the whole carcass at the aver- 
age price at which he sells to the consumer? 

MR, SHELLY: I fio not think that would 
meet the practical problem, the thing we are con- 
cerned about nee! this loss leader device, 

MR. FAVREAU: It strikes me that the 
other aspect raised a practical difficulty. 

MR. SHELLY: What about the option, as an 
out? 

MR, FAVREAU: He will be punished for are 
ing sold part of the carcass at a price which was 
not abnormal. That is the point, 

MR. SHELLY:If itwas not abnormal there 
would be no demand made on him, 

MR, FAVREAU: en because it would pre- 
vent the other retailer from having to buy the whole 
carcass, 

MR, SHELLY: Oh het the smaller man 
does buy from the packing plant, 

MR, FAVREAU: He can? 

MR. SHELLY: Oh, yes, and thetrend is 
very much in that direction, It is in that feeeue 
tion more and more all the time. The packing plants 
are doing the cutting and the supplying. You can 
buy almost anything from a packing plant and you do 
not have to do your own cutting. A lot of the small 
retailers are doing it that way. 

THE CHAIRMAN: They would rather pay some- 
what higher prices than do their own cutting. 

MR. SHELLY: Yes. You find a lot of 
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grocers today who do not employ butchers and who 

do not know very much about the meat business them- 
selves. They are just buying ready-cut from the 
packing houses. 

THE CHAIRMAN; All wrapped in cellophane, 

MR. SHELLY: Yes. 

THE CHAIRMAN: They do not need to know 
very much about the butcher business, 

MR, SHELLY: In view of that trend it 
really minimizes this problem you raised. 

THE CHAIRMAN: Yes, It occurred to me as 
something that might happen, You have told us 
pretty well what the over-all effect of the operation 
of the formula would be. Have you any other comments 
to make? 

MR. SHELLY: I do not think I have anything 
else to eS no. 

THE CHAIRMAN: Is there anyone with you who 
feels that before we close the hearing he might wish 
to add something? Do any of the other gentlemen 
wish to say anything before we close the hearing? 

MR, SHELLY: I believe a sir. 

THE CHAIRMAN: In that eee then, that 
will complete the discussion of this brief. 

I should like to ae for the Commission, 
that we have been extremely interested in the pro- 
posal that has been made, We will have to study it 
with a great deal of course, to make up our minds as 
to whether we think it is entirely feasible, and 


having in mind also a matter which has not been 
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discussed here and which, strictly, is not our prob- 
lem dattnetl and that is the question of the con-~ 
stitutional approach to the matter. Because it will 
be clear that the proposal involves what might be 
regarded as a law concerned with property and civil 
rights, which is purely a matter for provincial 
legislative control. 

We are a federal body making a report to 
the federal government. If it is a proposal which 
could not be implemented by federal eeteiavion. 
then obviously it would be rather difficult for the 
federal government to try to make it effective. It 
could only be done then by approaching the provinces 
and seeing if they would pass the necessary legis- 
lation. aon that is a legal and constitutional 
problem which we have not looked into, But we 
would have to keep it in mind if we were to make any 
recommendation in connection with it. It would not 
be wise to make a report in which we would recommend 
that something be done which is constitionally 
impossible, We will have to keep that in mind, 

But we are very much mreeeated, and we 
wish to express our very sincere appreciation to 
Mr. Shelly for the obvious extensive thought which 
he has devoted to it, and the time and effort he 
has expended in developing the formula and in taking 
it up with other interested groups with a view to 
sounding them out before presenting it to us. 

No jdt. Mr. shelly, you will continue 


to seek the views of other people with regard to 
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4t and we shall wait to get the views of persons 
who are directly concerned with the economic and 
practical and legal application of a rule of this 
kind, We are most grateful to you for the amount 
of time and effort you have put into cae and 
for the length of time you have spent with us as 
well as for the very frank and fair way in which 
you have discussed the whole problem. 

MR. SHELLY: Thank you very much, It 
was a pleasure to appear before you. 
--- Whereupon the hearing adjourned on Tuesday, 


June 29, to be resumed the following day, 
Wednesday, June 30, in Edmonton. 
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RESTRICTIVE TRADE PRACTICES COMMISSION 
IN THE MATTER OF 
an inquiry 
Regarding Loss Leader Selling 


--O-— 
Hearing held (in public) in the Court 


House, Edmonton, Alberta, Jume 30, 1954, 


PRESENT: 


C, RHODES SMITH, @.C.,M.A.,LL.B.,B.C.L. Chairman 


Guy Favreau, Q.C.,B.A.,LL.B. Member 
APPEARANCES : 

Mr, Paul Gerin-Lajoie Counsel for the Commission 

Mr. R, M. Davidson Secretary to the Commission 
REPRESENTATIONS : 


Star Radio and Appliances 
Mr. John Esper 


=~—O- - 


THE CHAIRMAN: The hearing will come to 
order, This morning I understand, Mr. Davidson, 
that there are no briefs to be presented, but that 
there is one businessman who would wish to appear 
pefore us and make some observations. 

MR. DAVIDSON: That is correct. 

THE CHAIRMAN: Then, teenies you 


may proceed. 
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MR. GERIN-IAJOIE: I understand that you 
wish to make some representations before the Com- 
mission, Would you please tell the Commission 
your name, your occupation and trade? 

MR. ESPER: My name is John Esper, of the 
Star Radio and Appliances Company. 

THE CHAIRMAN: Is that a limited corpor- 
ation? 

MR. ESPER: No, it is not. 

THE CHAIRMAN; Privately owned? 

MR. ESPER: Yes. 

MR. GERIN-IAJOIE; Will you tell the Com- 
mission in what type of appliances you deal? 

MR, ESPER: I have been specializing in 
all the top brand names in the last twenty-five 
years, Philco, Sparton -- all the leading brand 
names. 

MR. GERIN-IAJOIE: What types of appliances? 

MR. ESPER: Washing machines. 

MR. GERIN-IAJOIE: And toasters? 

MR. ESPER: Yes, toasters. 

MR. GERIN-IAJOIE: Large and small appli- 
ances, in other words? 

MR. ESPER: Yes. 

THE CHAIRMAN; All of the major appliances -~ 
what they call traffic lines? 

MR. ESPER: Yes -- everything to do with 
appliances and television. 

MR. GERIN-IAJOIE: How long have you 


peen engaged in this? 
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MR. ESPER: Twenty-three years, 

MR. GERIN-IAJOIE: Is this your personal 
business? 

MR. ESPER: Yes, that is right. 

MR. FAVREAU: Where is your business 
located in Edmonton? 

MR. ESPER: I have two locations, one of 
which is on Jasper Avenue, 10611 Jasper Avenue, and 
also 15302 Stoney Place, 

MR. GERIN-IAJOIE: How long have you had 
these branches? 

MR. ESPER: About six months, 

MR, GERIN-IAJOIE: Can you tell us if there 
is competition in that field in Edmonton, particul- 
arly, or is it very much an open market? 

MR. ESPER: It is extremely competitive, 
very competitive. Of course we have always found it 
competitive, in the last twenty-five years in this 
business. 

MR, GERIN-LAJOIE: Have there been a great 
number of new people doing business in that field in 
the past three or four years? 

MR. ESPER: Well, four companies have, 
that I know of a have started up. Originally, one 
of the men worked for me. One was my brother, One 
of the newcomers is my brother, And South Side 
Electric is a company I sold out two years ago, when 
I originally founded it, when I got out of the air 
force, 


MR. GERIN-IAJOIE; Are those newcomers in 
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the business, or are they companies coming from 
other places and having stores in this city? 

MR. ESPER: No, they are ex-servicemen, 
newcomers in the business. They are all veterans, 
like myself. 

MR. GERIN-IAJOIE: And can you tell us in 
your field if you follow the suggested prices by 
the national manufacturers? 

MR. ESPER: I have on many occasions; but, 
it never seems to work, to be frank with you. 

MR. GERIN-IAJOIE: What is your practice? 

MR. ESPER: In connection with this resale 
price maintenance I allowed 10 per cent selling 
commission or sales commission. Now I have adopted 
a policy of 10 per cent on newspaper advertising. 

In other words, I do that instead of the old fashioned 
way of getting after business. 

THE CHAIRMAN: Would you explain how this 
10 per cent off for sales commission operates? 

MR. ESPER;: In the past it would cost the 
full 10 per cent to hire a salesman, under price 
maintenance, because the prices were fixed and you 
could send a man out from door to door. Now we 
know we have not bothered hiring salesmen and 
sending them out from door to door because of the 
fact that there is no price maintenance. A business- 
man might sell $50,000 worth in two months, and 
another competitor may undercut what he has sold at 
and it would cost more to repossess back from the 


finance company. It is not sound business. 
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THE CHAIRMAN: You allowed 10 per cent 
for the salesman's commission? 

MR. ESPER: In the old days. 

THE OHAIRMAN: But if a sale was made in 
the store you cut the price 10 per cent because you 
did not have to pay the 10 per cent commission? 

MR. ESPER: I did not always cut, but I 
did cut if I was forced to. But we do not believe 
in a uniform policy of price cutting. However, on 
occasions I have cut prices. I have never sold 
loss leaders though because I do not believe in 
that. I have been in business long enough to know 
not to resort to that as an inducement, But I 
will advertise in general a price cut, along with 
a trade-in, Often I deliberately call a machine 
@ used machine when it actually is not a used 
machine. But a man with a discount is in a bad 
position because he gets the reputation of being a 
straight discounter and, in time, you could not 
possibly operate at a profit. 

MR, GERIN-IAJOIE: Is it your view that 
one retailer cannot operate on a lower cost than 
another retailer, and could not sell at such a 
reduction or at such a lower cost to the consumer, 
himself? 

MR. ESPER: Yes, certainly they can, if 
they wish to. Any retailer can operate lower, I 
have proved that myself, when I have followed to 
as low as 30 per cent -- and that is with a staff 


of fourteen salesmen in a small business, 
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MR, FAVREAU: Thirty per cent of cost? 

MR, ESPER: Although I honestly think it 
should be higher than that. 

THE CHAIRMAN: When we are speaking about 
one business being operated at a lower cost than 
another one, this sort of thing occurred to me, that 
sometimes in quite a small business an operator or 
an owner of a business does not employ salesmen to 
handle the business, but handles it himself, The 
10 per cent you have spoken of would not have to 
take into consideration that salesman's commis- 
sion? 

MR, ESPER: That is right. 

THE CHAIRMAN: He might feel in those cir- 
cumstances that he was operating at a substantially 
lower overhead than the man who had to pay a com- 
mission and, if he wanted to, he could cut the 
price to the consumer and still make a fair profit? 

MR. ESPER: That is right, sir. 

MR. GERIN-IAJOIE: Is it the policy of 
your business to advertise --- 

MR. ESPER: Well re 

MR, GERIN-IAJOIE: Is it the policy of your 
business to advertise at prices lower than the 
suggested prices, in your advertisements in the news- 
papers? 

MR. ESPER: Every company is doing it. 

MR. GERIN-IAJOIE: Every company is doing 
it? 


MR. ESPER: Yes; there is no company that 













$deoo, Yo Its0 sq viet UAa 
dt seta whtaanod, ps Meuodith e000 am lS argh 
tedd sedt racy tet 8d. biuorte 
duods aftiseqa S68 sw codW :WAMALAHD aT. 
nedt Jeo0 tewol 6 is betereqe uitted ancitheud ‘eno 
tad3 .om ot bewryso0 gtd? to trom aldt .end tromstons 
t0 Tod st9go ms eeotlend ILsma & ettup at eemtdonoe 
_ OF Nemeslsa yolqms Jom aeob seontend ¢ to ‘teawo as 
Sat, MWeamisd dr golbesd gud. ,6aentlend edt olbrsd 
od evant tor blvow to asxloqs svat: voy dies Tay OL 
 -plomoo atmempetss Jang Nolverebiasop ott extad 
THole 
sSngit at ted? +AqGee se 
-tto esodt mt [est Jeigtm. oH. 2 EAMAT AND: SY 
listingdadue & 38 yolideteqo saw od tad? saonsdamys 
“i908 & %6q O9 bad onw oem rtd tladt Deadrevyo towol 
eit difo biueo ad .ot botmey ort tf . bos ootestm 
Séltorq «let # sem Lite bos tomvanoo: ong oF -sokug 
. tha ,ddgie ab Jed?  -AaTeD AM | 
to yotlog ont st el :ST0LAt-Wiam ,a 
~~ seligovbs of egentesd toy 
-o~ ILOW sae .AM 
TOY to yotlog ond dt at tSTOGAT-WISD .AM 
= ett madd roewol ‘aeolag Js eetdrovbs. of eesnianud 
~awon end of ataemeatinevbs awoy ot ,geotrq beteegaye > 
_ ; | " ) *. Seteqeq 
tf gatod ak yctequon yrovd :AaTea aM 
gato ak yrsquog — PHTOLAI- MIMO AM 


sad Valsgmos of af daaaied ~eoY <ARTee LAM 








~ 2433 _ Mr, Esper 


is not doing it. 

MR, GERIN-IAJOIE: What do you mean when 
you say you do not believe in a general policy of 
price cutting? 

MR. ESPER: Well, in my particular case -- 
and I am speaking of my particular case -- if I 
price cut Me and when I say "price cut" I do not mean 
loss leading. I would understand that by "loss lead- 
ing" you mean selling at less than cost. 

MR. FAVREAU: When you sell at less than 
the suggested price. 

MR. ESPER: Yes. I sometimes take an 
average of 10 per cent and advertise below that 
providing there is a trade-in, because trade-ins are 
worth money, you know. This whole business is based 
on taking in old machines when you offer new mach- 
ines, 

MR. GERIN-IAJOIE: But, if there is no 
trade~in, do you still give 10 per cent discount? 

MR. ESPER: I do not as a rule advertise 
that; and, if I did, it would be a demonstrator or 
a used machine or a repossession, I do not believe 
in straight price cutting on new merchandise, 
because I know when there isno price maintenance 
law, if I price cut, the next man will do so and it 
keeps on going until somebody gets hurt, 

MR, GERIN-IAJOIE: What is the situation 
in your field in Edmonton? Are there other busin- 
esses which advertise at prices lower than the 


suggested prices? 
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MR, ESPER: There are many places -- the 
newspapers will show you that. There are many 
places that do that. 

MR. GERIN-IAJOIE: But you do not to Ue 

MR, ESPER: I have es on to my knowl- 
edge, mind you -- I have never. I will advertise 
at a price cut if it is a demonstrator or a used 
machine or a repossession, But I do not practice 
the general policy of advertising new machines at 
cut prices. And I will always include a trade-in, 
4f I do price cut. 

MR. GERIN-IAJOIE: But, apart from trade- 
ins and Hdnsteeeers ; just straight price cuts, do 
you do that? 

MR. ESPER: No, not generally speaking. 

MR, GERIN-IAJOIE: And you say that other 
retailers do? 

MR. ESPER: Yes. 

MR. GERIN-IAJOIE: You say they do adver- 
tise so-called price cuts? 

MR. ESPER: Yes. 

MR. FAVREAU: Others are advertising them 
in that way, as a policy? 

MR. ESPER: Yes, and they do it all across 
Canada, 

MR, GERIN-IAJOIE: But in Edmonton? 

MR. ESPER: Yes. And I get newspapers 
from every city in Canada daily, showing that. 

THE CHAIRMAN: But you say that that prac- 


tice is very widespread in Edmonton, is it? 
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MR. ESPER: Yes, very bad. 

THE CHAIRMAN: And are the cuts below the 
suggested price, what you would call deep cuts? 

MR, ESPER: Well, certainly. J know, my- 
self that some were advertising new refrigerators 
at 10 per cent above cost. Even the department 
stores would find it hard to compete with that ae 
and so would I -- unless someone put it in at the 
same level, or the same price as he did ve..bub L 
put in "plus trade-in", which he did not do. 

Where you are going to get into the 
position of selling merchandise and using price 
cutting as a leader, I think that is a very vicious 
thing to do; it is very bad. In other words, there 
has been a great shortage of salesmanship in the 
last ten years. Nobody sells on quality any more. 
And it is important to the public to buy quality 
pecause quality is always cheapest in the long 
run, 

MR, GERIN-IAJOIE: Would you say that it 
has become a problem in Edmonton, the competition 
of retailers at cut prices, the way you have just 
explained, while you did not cut them? Or do you 
say it is not a problem, from your own standpoint? 

MR, ESPER: To be honest with you, I would 
not say that I do not price cut, But I do not price 
cut on new articles. If I do price cut, I only do 
it on demonstrators that are really new, and there 
is nothing wrong about that, I do not agree with 


price cutting for the sake of price cutting. But I 
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do say that there is that policy in Edmonton, 

I have had one company in Edmonton for ten 
years, and I never spent money in advertising. I 
hold for price maintenance; but I noticed that all 
my competitors were price cutting by specifically 
allowing flat trade-ins. And that is another bad 
feature, the same as price cutting. 

MR, FAVREAU: What is a flat trade-in; is 
4t the amount a company allows irrespective of the 
state of the article traded in? 

MR. ESPER: They put on a fixed trade-in 
allowance, 

MR, FAVREAU: ‘There is no effort to deter- 
mine its real worth, and nobody to see it? 

MR. ESPER: Yes. And because of using 
trade-ins to attract trade we cannot use salesman- 
ship. They just use trade-ins to attract people, 
just the same as loss leaders. 

THE CHAIRMAN: Did they not do that before 
the price maintenance legislation? 

MR. ESPER: In the old days they did not 
do it because the manufacturers would have taken them 
to time. 

THE CHAIRMAN: They did not have the phony 
trade-in values? 

MR. ESPER: No, In those days I was in 
Ottawa, and they had a trade-in schedule. Everybody 
was acquainted with the schedule, and it was all in 
the schedule. If there was a $30 trade-in, most 
fellows adhered to it, 
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THE CHAIRMAN: Then, you do not have any- 
thing like what one businessman in Toronto told us 
about, where he and others -- and this was before 
1951 -- had what you would call phony trade-ins 
where they would give a man $60 for an old broom 
on a new machine? 

MR. ESPER: No, not that, That was an 
attempt to evade the regulations set down by the 
federal government in those days, The law was set 
by the government, That was just an attempt on 
the part of some of the dealers to sell to the 
public when the government did not really allow it. 

THE CHAIRMAN: And they also wanted a 
considerable cut in price, 

MR. ESPER: I, personally, think that it 
started this present situation. I do not know if 
anyone would object if I were to give personal 
opinions, but my personal opinion is that the gov- 
ernment did the wise thing in connection with the 
price maintenance law. But they should have put 
an amendment into it, 

MR, FAVREAU: What is that? 

MR. ESPER: The federal government was 
very wise in lifting that. 

MR, FAVREAU: But they should have done 
what? 

MR. ESPER: They should have put some 
teeth in an amendment in connection with advertising 
methods, and eliminating Hee hay so that there 


would have been proper advertising and all companies 
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would be selling on a basis of merit and quality. 

THE CHAIRMAN: Do you mean by that that 
deceptive advertising is one of the worst features 
of the present situation? 

MR. ESPER: That is right, because nobody 
is policing that matter, the matter of deceptive 
advertising, There is misleading advertising, 
advertising things at a terrific loss, and perhaps 
the dealer has not even got that article, It is 
just a gimmick for trade-ins, They say, "oh, I am 
sorry, I have just sold it", and then he switches 
her along to something else. That is the worst 
phase of it. 

THE CHAIRMAN: Sometimes it is difficult 
to prove that, 

MR. ESPER: No, it would be easy. I 
could prove it just by the newspapers, 

THE CHAIRMAN: But I mean it would be 
difficult to prove it in a court of law, if it ever 
came to that, 

MR. ESPER: I would say that a company 
should be willing to accept some responsibility. I 
would make allowances for the newspapers making mis- 
takes, If a mistake is made, then the public are 
entitled to take advantage of it. When a company 
advertises something the public is entitled to have 
that article at that price at which it is adver- 
tised,. And if the newspaper makes a mistake, 
then there should be a law saying that within 


twenty-four hours a correction must be made, 
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MR. GERIN-IAJOIE: Do you think that if 
we had such a policing of business, including the 
policing of advertising and so Say that that might 
improve business, and improve the position in con- 
nection with flat trade-ins, and so on? 

MR, ESPER:"°Nos but as I said*earlier,- we 
have fair play laws. Our whole way of life has been 
based on fair play for all races, I think we should 
have the same fair play laws in business. We have 
referees in baseball games, 

I do not mean federal controls, of course. 
Leave it to the retail merchants, If somebody could 
be free to walk into my place any time and say, 
"Took here, show us the fae tal) that would be all 
right, because if I am misleading in my advertising 
I should be confronted with it. 

MR, GERIN-IAJOIE: Do you not think that 
it might be difficult to prove that the advertising 
is really misleading? It may be half misleading, 
if we may so describe it, or half true. Do you 
think that should be banned, also? Or, let us put 
it this way; do you not think it is a matter of 
opinion as to whether advertising is misleading or 
not? 

MR. ESPER: Facts are facts, If a man 
advertises a thing I do not see how it could be cits 
leading. You can take two refrigerators and put one 
on one side of the advertisement and then take a low 
priced refrigerator underneath that. I can take the 


pest refrigerator on the market, a deluxe refrigerator, 
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and then put a lower priced refrigerator underneath 
that. I can show the price of the big one in small 
print. But I can put the lower priced one in big 
print, which is simply creating an illusion in the 
minds of buyers. I do not like doing that because, 
as I have bape I have sold with price maintenance 
laws and I have sold without price maintenance laws, 
and I can make a living either way. 

NOW I honestly think that the federal 
government, or somebody, should pass laws governing 
correct advertising and the correct elimination of 
trade-ins in newspaper ads or circulars. 

MR. GERIN-LAJOIE: What do you have in 
mind? What do you suggest should be corrected in 
connection with trade-ins? What should be done in 
connection with advertising of trade-ins? 

MR. ESPER: I am looking at it from the 
standpoint of misleading advertising, from all 
three levels ve production, distribution and retail- 
ing. We want to build up one tivimg; and that is 
confidence. Now, if we want to fight this business, 
or this way of doing pminesa, then I think that 
federally production should be licensed, 

MR. GERIN-IAJOIE: Production should be 
licensed? 

MR. ESPER: aes poth federally and pro- 
vincially. Distribution should be licensed federally 
and provincially, and retailing should be licensed 
federally and provincially. Then, whatever an object 


is produced at, the next thing to say is, "Is it 
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essential for a man to have so much percentage on 
cost, by law?" Now, under present circumstances 
I can go out and buy a carload of refrigerators 
and I can get an extra 5 per cent from my 
supplier, And, by means of specials, I can move 
those refrigerators within sixty days. I could 
move the whole lot of them, but somebody would be 
hurt in the process. And that is without loss 
leadering, just straight price cutting. 

MR, GERIN-IAJOIE: Would it not benefit 
the consumer in the long run? 

MR. ESPER: I think the consumer does 
benefit by a certain amount of price fixing. If 
a lady wishes to buy a refrigerator and if it 
retails at $300 and cost $200, I think the dealer 
is entitled to $100 profit. In the first place he 
has to protect that lady's investment in the next 
five years, If anything goes wrong he has to keep 
an expensive serviceman, 

MR. GERIN-LAJOIE: Do you mean that that 
$100 would be required by any retailer? 

MR. ESPER: Yes. 

MR. GERIN-IAJOIE: But is it not possible 
that one might be satisfied and do a proper business 
with only $90 whereas another might need $110? 

MR. ESPER: No, I do not think that con- 
Sumers are protected that way. I could adopt a 
policy of quick profit right now by laying my own 
staff off. And I could sell twenty or thirty mach- 


ines a day, I can talk fast and move fast. But 
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what good does it do me if I sold thirty machines 
or did a million dollars worth of business " in 
the long run you would have chaos, 

MR, GERIN-IAJOIE: But do you think that 
all the retailers in Edmonton need exactly the same 
margin of gross profit? 

MR. ESPER: At the trading level, yes, 
with no price fixing above that, In other words, if 
a retailer wishes to sell at a higher price then 
that is his business. Because in the first place 
there is the law of supply and demand,and the public 
must rectify that themselves, We know that any 
dealer today can be squeezed out by any other deal- 
er who happens to be ina better buying position 
or has had more experience, 

Or, to put it another way, being an 
experienced specialist, I am happier in the situ- 
ation as it is. I am in my own element, because I 
know the business. But I do not believe in that 
honstion; and I think we are coming to the point in 
free enterprise where we have to have fair play laws, 
as the Americans are doing today. They are putting 
in fair play laws. 

MR. GERIN-IAJOIE: If you wish to go into 
that, we could have a few questions on how that law 
works eos according to the information obtain- 
ed by the Director of Investigation and Research, 
it is not working out too well in most of the states 
of the United States, 

MR. ESPER: Well, if you need price fixing, 
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you have to have it in buying. That is just as 
important as in selling. Why should one big 
retailer walk in to one manufacturer and buy his 
whole euraeih, and by-pass the distributor? I 
honestly believe that the producer should not be 
able to sell at retail and the distributor should 
not sell at retail. They all have their important 
functions in society, Why should a company that 
is distributing sell direct to the public? 

THE CHAIRMAN: On the other hand, are 
not new methods of merchandising coming into exist- 
ence from time to time? 

MR. ESPER: I beg your pardon? 

THE CHAIRMAN: Are not new merchandising 
methods coming into existence from time to time? 
Is it not possible that one step in the merchandis- 
ing picture from the manufacturer to the consumer, 
might be eliminated by improvements in methods? 

MR. ESPER: The manufacturer, at his 
level, is no different from the retailer, What I 
mean to say is, he has to be able to look ahead 
with confidence to find out how he can sell. He 
has to know how to buy his raw material; he has to 
have confidence and be able to look ahead, 

Today there is no eoieneencs because if 
I advertise one day somebody will undercut me the 
next day. I am not suggesting that we go back to 
price maintenance in its entirety. I suggest it 
could be left as it is. But basic buying, ata 


person's laid-down cost, by law, should be either 
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20 per cent or 30 per cent or 40 per cent, as the 


case may be, And the federal government or the 
provincial government should be able to go in to a 
retailer and say, "Let us see your books, You are 
advertising below cost." 

THE CHAIRMAN: Do you mean that the manu- 
facturer or the wholesaler or oe should sell to 
all retailers at identically the same price, regard- 
less of how many they buy? 

MRSPESPERs osves) eforfadrnesss because 
the big fellow might say, "We are willing to invest 
a million dollars in this; why should we not have 
an edge on this deal?" The big operator will still 
have the edge, because of his largeness, The 
little fellow can say, "I live in a small way; I do 
not need all that." 

And that is real hates at its very 
best. I could walk in and buy a refrigerator at 
the same price as the T. Eaton Company. This par- 
ticular individual has worked hard and built up his 
business, and if he cannot compete he will have 
three or four salesmen going from door to door. 

But today the lady will say, "I think I had better 
buy from the biggest company because, after all, 
the bigger they are the better service they can 
give." 

THE CHAIRMAN: There is another argument 
with which I believe you would not agree, when it 
is suggested that a big buyer who is placing one 


order for, to use your figure, a million dollars 
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worth of goods, is entitled to a somewhat lower 
price from the manufacturer because the manufac- 
turer has only one order to deal with. He has 
only one billing to do and only one collection 
problem, Therefore the manufacturer's expense 

in connection with the selling of that million 
dollars worth of goods is substantially less than 
if he had sold to 200 dealers to the total amount 
of a million dollars, 

Some of those dealers might be in 
financial difficulties and there might be some 
difficulty in collecting from them, In any case, 
there would be separate invoices and separate ship- 
ments as well as separate collections, 

THE CHAIRMAN: 

We have heard the argument that, under 
those circumstances, some reduction is justified, 
You would not agree with that argument, would you? 

MR. ESPER: went Ido. I am certain 
that if there was a law passed the big operator and 
the little operator would have equal rights. The 
large operator or the little operator would have 
equal access to buying at the source in quantities, 
and getting an extra 5 per cent ay Fie" to use that 
figure an which would warrant him buying in quant- 
ity. 

THE CHAIRMAN; Well, of course any reduc- 
tion in price would depend upon quantity purchases, 

MR. ESPER: Yes, 

THE CHAIRMAN: And not on the identity of 


the buyer. 
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MR. ESPER: That is all right. In other 
words, any buyer should have the right to buy any 
quantity if he wishes to buy any quantity. 

THE CHAIRMAN: At the same price as any 
other buyer? 

MR. ESPER: Yes, there should be equality 
at the buying source, 

THE CHAIRMAN; You have not got complete 
equality because the little man cannot buy ten car- 
loads whereas the big fellow can? 

MR. ESPER: It should not be raised to a 
maximum of ten; there should be a minimum, 


THE CHAIRMAN: You would fix a fairly low 


level? 

MR, ESPER: Yes, a minimum amount of mach- 
ines in order to participate -- one carload, we will 
say. 


THE CHAIRMAN:. You suggest that something 
like one carload should entitle a person to a some- 
what lower price than three machines? 

MR. ESPER;: Yes. 

THE ‘CHAIRMAN: But any multiple of car- 
loads would not entitle him to any greater discount? 

MR. ESPER: That is right. 

MR. GERIN-IAJOIE: Could you conceive the 
scale of discount, for one carload, or five or fif- 
teen? 

MR. ESPER: If I had cash, I could do it, 
It might take three weeks or two months. I think 


I could draw up the whole thing, subject to legal 
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terminology. But I would go into production and 
distribution and retailing, as well as exports 

and imports, federally. If we wish to sell in 
world markets and look after Canada's business -- 

if we wish to sell for export, then a licence should 
be taken out federally. And if he is licensed, you 
would have to tell him that if he is taking capital 
out of the country he cannot undersell Canadians, 

It would be a rigid system, 

MR. GERIN-IAJOIE: Do you not think it 
would have a freezing effect on the Canadian econ- 
omy? I have this in mind, regarding the role of 
the wholesaler and the retailer, If we have new 
merchandising policies and methods, do you not 
think that one or two of those functions might be 
accomplished by one change? For instance, in the 
food business while there has been much develop- 
ment in the past twenty or thirty years, wholesale 
and retail functions are being accomplished by one 
agency. Let us say it is the chain stores, 

MR. ESPER: I think that should be abol- 
ished, The wholesaler should not be able to sell 
retail. If he wishes to operate at retail, as well 
as producer or distributor, then a fixed profit 
should be indicated, If he wishes to be distrib- 
utor as well as producer his invoices should show 
a fixed landed cost, at whatever price is deter- 
mined, And it could be controlled very easily 
that way. 

MR. GERIN-IAJOIE: Let us just take the 
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food business as an example. If, with the chain 
stores, we have lower prices for the consumer, 
and if this enables business, all the people in 
that business to live from it, do you not think 
that is a good thing for the country? 

MR, ESPER; I did not get that last part 
of your question, 

MR, GERIN-IAJOIE: They perform two 
functions, wholesale and retail, It seems that 
they can live out of ate and sell cheaper than 
others, That is the example I give. Do you not 
think that is a good thing for the country? 

MR. ESPER: Well, I still maintain -- do 
you mean that that is a really good thing for the 
country? Is it not a fact that the businessman 
gives employment and do we not recognize that all 
these levels of distribution are necessary? In 
other voruE you are assuming that he sells 
cheaper, 

MR. GERIN-LAJOIE: yeas that is my 
assumption, for the purposes of this discussion, 

MR. ESPER: That chain stores sell 
cheaper? 

MR. GERIN-IAJOIE: Yes. It is an hypo- 
thesis. We are considering that there are three 
functions, namely, manufacturing, wholesaling and 
retailing. 

MR. ESPER: Yes. 

MR. GERIN-IAJOIE: And that these have to 


be controlled separately, as you suggest, and have 
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to remain separate functions. Now, I say, if by 
developing new methods of merchandising we were 
able to combine two of those functions -- and 
again this is hypothetical -- and sell cheaper to 
the consuming public, would that not be a good 
thing? 

MR. ESPER: It would be good for the 
public, perhaps. But; let us assume that the big 
get bigger and the small get smaller. The first 
thing you know these giant chains get together and 
they have a cartel and there is cartel fixing. I 
say it is the little man who keeps the fountain of 
business going, Right now -- today 2. a? arlot of 
corporations want to get together and keep squeez- 
ing the competitors out, how are you going to con- 
trol it? What is to stop retailers from fixing 
prices? And where are the public then? 

MR. GERIN-IAJOIE: We have laws and com- 
missions to look after those problems. 

MR. ESPER: But they can do it verbally; 
you cannot stop them, That cannot be proved, 

I maintain that the little businessman and the big 
businessman should be equal and that they should 
have equal opportunity in buying, with particular 
attention to fair play in carload buying. If one 
can obtain a little more, then one should have a 
better price. Thereafter you have free enter- 
prise, The little fellow can work along and 
everybody can work to the greatest of his enter- 


prise and energy. 
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MR, FAVREAU: You have told us that in 
your opinion real loss leadering is a bad thing. 
From whatever survey of the trade you have made, 
and from your general knowledge of the appliances 
trade in the city of Edmonton, or in Edmonton 
district, would you be in a position to tell us 
in a general way whether or not there is to a 
certain extent a prevalence of actual or real loss 
leadering? 

MR. ESPER: Do you mean by "loss leader- 
ing" selling at cost or lower than cost? Do you 
mean at the retail level? 

MR. FAVREAU: I am speaking of the retail 
level now, Let us take, for instance, selling at 
the retail level at a price which is lower than the 
actual eo plus a normal markup, 

MR. ESPER: I would say that the policy 
of selling a little below the manufacturer's 
suggested retail price is prevalent, But I would 
not say that loss leadering is prevalent, I know 
it is not prevalent. 

MR. FAVREAU: There is no prevalence of 
a@ practice whereby, in selling at retail, the 
retailer would actually lose something? 

MR... ESPER:, No, there isnot... In, the 
major appliances field, both big and small, it is 
all well-known products. Certainly I would not 
have the gall, If there is loss leadering on 
simple items, it is easy for a person to advertise, 
if they are so inclined. If they are in the food 


business it is easy to advertise table oranges at 
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one cent each, And then, iebaliy, they cover up 
inthe newspapers by putting in "Limited, twelve to 
a customer", And they hope that through that item 
people will buy other things when they come to the 
store, 

MR, FAVREAU: But I have been asking you 
about your experience in the appliances field, 

MR. ESPER: ie: that is selling below 
cost. The only instances I have known, occasion- 
ally, I have seen occasions where they will adver- 
tise a given article, and when the customer comes in 
I presume they have not got it. They hope that 
they will switch him to something else, 

THE CHAIRMAN: When you are speaking about 
loss leadering, you are speaking of selling at a 
price that is less than the laid-down price to the 
dealer? 

MR. ESPER: Yes, that is right. 

THE CHAIRMAN: We have had several differ- 
ent interpretations. I just wished to be sure what 
you had in mind when you were speaking about loss 
leaders, 

MR. ESPER: I am aware of what"loss 
leader" would imply in the dictionary, for the man 
who is interested in it. But I would not consider 
a 10 per cent cut at retail is loss leadering. 

That is not a loss leader. A loss leader is selling 
below your cost or at cost. 

THE CHAIRMAN: Does your cost mean the 


price to you or the cost to you plus a certain amount 
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for overhead? 

MA, EOPER: The vetail level, to me, is 
my price, plus my overhead. A loss leader, to me, 
is selling at your cost in order to take a quick 
and temporary advantage over your competitor. 

THE CHAIRMAN: Selling at the price you 
paid or less than that without regard to any elem- 
ent of your own overhead cost? 

MR. ESPER: Yes; I always comply with the 
provincial eeverunent’ which must be 5 per cent 
above your cost, That is the provincial law, It 
is illegal provincially for any dealer to do other- 
wise; he must be 5 per cent above his cost. 

THE CHAIRMAN: Above the price he pays? 

MRyOEBSPERs = Yes. 

MR, FAVREAU: In your experience, do I 
take it there has been in ednenten) or that there 
is in Edmonton, more deceitful advertising than 
there is actual loss leadering? 

MR, ESPER: I would not say it is very 
prevalent one way or another, But I would say that 
there is the odd case where it has happened. I 
would go further than erat! and I would say, 
according to the leading newspapers right across 
Canada, I would say it is prevalent right across 
Canada, And I get those newspapers daily from 
every city. I know that when a man advertises a 
refrigerator at $169, to me it is physically 
impossible to sell it at that price. Because the 


cheapest refrigerator I can buy is $152 -- and 
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I get that price when I buy them by the carload 
lot. 

But, on the whole, generally speaking, I 
do not think there is much loss leadering in Edmon- 
ton or across Canada, nor is there much false 
advertising to any extent. The complaints are where 
one dealer is a quicker thinker than another one, 
He puts an idea out fast and brings the public in 
and pushes over the sale for something at a higher 
Drace . 

THE CHAIRMAN: Some of that might be 
regarded as good business, 

MR, ESPER: There is nothing wrong with 
it, it ‘is honest business, After 411, you can 
advertise a refrigerator at $169, a cheap one; but 
it still looks better to the public than not offer- 
ing any refrigerator, And enh, after the customer 
comes in, I may find out that the lady has ten 
children and it would still be good policy to 
suggest a bigger unit to her, That is just good 
business, 

THE CHAIRMAN: Good policy, and good 
business, too? 

MR. ESPER:° Yes. We do that, and it is 
under price maintenance, Without mentioning 
names, I understand one company that nationally 
advertises vacuum cleaners at $15 or $10 or $9 -- 

I was speaking to the advertising manager of the 
newspaper here Bacay! and he said, "What do you 
think of that company?" I sara, "Well, they 


























a” : 
xs 
lis Thee . 


Toqed oat 


«it 


baotaao at wl add wd T aa oliq 3s 
. Va = bine ar oat | dol 

= stesoie wissen. .etodw odd 6 tue prere S 

~nomba at gatebsef eaol dodm et ened widkdd tom ob. 
sefst doum oroddd ad TOL: patiaied Bg0Kes TO Bot ... 

otstiw ors atatslamos so¢tT | .doretixe yits od aitelsirevbs: i 

go roridors stectd coctmaits xoxolyp & et teLlseb sno 

Gk offduq oft agtited bre dest duo sebt as atuq oH 
torgind s Js uatridemos tot olga edt revo egedeuq. bas 





* 
ue 


eS. 


| ed tdgim vant to emg :MAMALAHD SET 
/ -2eotteud boog as bebraget 
| Adin attozw gitdion ef exedT :htved .AM 
tino yoy ,ff6 TovtA ,aactbend Seonod et JI dt 
Jud yoto qeerto s ,COL$é ts sodsregtrtor & 9atdtovbs 
~r9lto Jon nedd olfdugq add of redted aslool Iftie tt 
‘tomodeue ond todtes sents hoA ,coteregbrter Yas gat. . 
moJ gad ybel ort Jak duo Batt yeu T pat aomoo 
of? yolfloq boog ad fitte Sivow sf bas moxbLico 
boog dent af dad? .cod of dinw topatd s taogaua — 
. | seaentaud - 
boog brs ,yotfoq booD ;MAMAIAHD BHT | 
| | food ,enentaud. 
at at bas dead ob oW yaeY sed AM. 
| Babnotiaon Juodtiw + SON1899 ML Sit eottq tebme- 
“qitanottan tals yoaqmon sito basverobay I ~BOmes 
_—" "0 O£$ to ale Js avensels musosy asatdrevds 
oid Io regshen goteldrevbs sit 08 gatuseqe esw I 
voy ob Jaw" bie sf bas .yabod ered reqsqawen 
youd ,Lfow" ybtae I "Pymeqmoo dedt to otertdd 








r e454 . Mr. Esper 


use the word 'rebuilt', There is nothing wrong 
with what they are doing." And, mind you, they 
are opposition of mine, 

But, so long as a person uses the word 
"rebuilt", and so long as it is honest advertising, 
that is all we need, 

THE CHAIRMAN: Just so long as the 
public are not deceived as to what they are getting. 

MR. ESPER: That is correct. The public 
should never be deceived as to what they are getting, 
And of course I could suggest a lot of things. They 
should eliminate contests, That stops buying. 

When anyone advertises a refrigerator, 
free, the general public just quits buying. 

THE CHAIRMAN: You mean that when a con- 
test is advertised the people go in for the contest 
and wait until after they have lost the contest 
before they buy? 

MR. ESPER: Yes, they adopt the one-in-a 
million eeoaee while business, generally, suffers. 

MR. FAVREAU: Most prizes across Canada 
seem to be motorcars, It would not seem that the 
motorcar industry has suffered very much, 

MR. ESPER: I am all for contests for 
church affairs and welfare organizations, but not 
in business, I believe that merchandise should be 
sold by business on the basis of quality and that 
it is only mass buying and selling that keeps 
prosperity going. There is no other answer, You 


have to sell what you produce, And, in the field 
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of psychology id I don't know ae I understand 
that today business has fallen off a lot. Yet 
the public have more money than they ever had in 
their savings account, When you see ten dealers 
price cutting it creates a psychological back- 
wash, and the public say, "Let us see, things are 
really going on." And in the process the public 
loses, just as well as the dealer, I think 
there should be a minimum amount of price fixing. 
In that way the public have to be sold on the 
idea that they may not get a lower price, but 
that they will get service to back it up nA which 
is in their interests, in the long run, 

THE CHAIRMAN; I would like to have 
clearer what you mean by a minimum amount of 
price fixing. You have told us that you think 
there should be uniform prices by manufacturers 
to wholesalers and by wholesalers to retailers. 
Now, to what extent do you think there should be 
price fixing at the retail level? You told us 
that retailers would get the goods at the same 
price. To what extent would you have price fies 
ing at the retail level? 

MR. ESPER: We need fair play in 
business. The country is built on fair play. We 
have lost some property rights so we need fair 
play in business. We do have it, but not enough 
of atee Then, poecnmie we must recognize that 
production, distribution and retailing are 


essential to the economy, In other words, the 
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distributor -- is he essential? That is the 
middle man, Now, if we recognize that fact -- 

and I think, aoe think he is essential, 
because he helps the small businessman in the west. 

It is all right in the East where the 
factories are located and you can buy direct. But, 
once we recognize that Retains distribution 
and retailing are essential, then I think they 
should be licensed both federally and provincially. 
And you would have to take into consideration, of 
course, both export and import, 

Then, take the man at the production 
level ae, think the law should be such as to guar- 
antee him a certain percentage of profit on cost 
at the production level, and the same at the distri- 
bution level and the retail level. 

THE CHAIRMAN: Do you mean that he should 
be pron baeea. that is, the retailer should be pro- 
hibited from selling at less than a certain 
markup? 

MR. ESPER: That is right. 

THE CHAIRMAN: Would that markup be fixed, 
in your opinion, fairly low so that the usual price 
would be higher --- 

MR, ESPER: Not much higher, But it would 
guarantee that no one dealer could squeeze out 
another one unless the man was absolutely a misfit, 
himself, 

In other words, today, as it is, I could 
advertise at 5 per cent above cost and I would com- 


ply with the federal law, if there is one, and I 
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would comply with the provincial law. I know that 
in time I could be cutting my expenses and causing 
unemployment by laying off my staff. And I could 
make money, But it would not be in the interests 
of the public because I would not expect to be 
around here a year from now to give the public 
service. I would just want to get a quick dollar 
and then get out. 

THE CHAIRMAN: You do not think it is 
feasible, in practice, to operate an appliances 
business at a substantially lower overhead than 
most dealers do and stay in arenes and continue 
to make money? 

MR. ESPER: NOt unless he is doing 
packdoor buying. 

THE CHAIRMAN: We have had some evidence 
of a number in the East who Ss 

MR. ESPER: I don't believe in that. 

THE CHAIRMAN: --- who seem to have been 
making a lot of money over a number of years, and 
who are still doing it. 

MR, ESPER: Well, they are either buying 
cheaper from American sources or there are kick-backs 
from the factories, or something. No dealer can 
operate on 10 per cent and still give service to the 
public, with qualified service personnel permanently 
attached to the staff for five years. In the case 
of refrigerators you have to have trained men and 
you have to be able to send those men out and give 


service when it is required. 
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THE CHAIRMAN: Does your pookkeeping 
enable you to tell us what your average cost of 
your service department is, with respect to your 
larger machines? 

MR. ESPER: It has been operating at a 
loss ever since I have been in business. 

THE CHAIRMAN: You estimate that you need 
a certain markup, and you set roughly 30 per cent. 

MR. ESPER: That is a minimum. 

THE CHAIRMAN: And you think it should be 
more? 

MR. ESPER: Yes, it should be more, 

THE CHAIRMAN: What part of that 30 per 
cent is necessary because of the service which you 
give in respect of those implements or appliances 
for a year or five ae as the case may be, after 
they are sold? 

MR, ESPER: It would at least be 7 per 
cent. 

THE CHAIRMAN: About 7 per cent? 

MR, ESPER: In my case I have four men 
in one store and I pay an average of $70 a week. 
They are service men, 

THE CHAIRMAN: Do they do entirely ser- 
vice work, for which no additional charge is made? 

MR. ESPER: Ninety-five per cent of it 
is free, for which we cannot get payment at just 
giving service, 

THE CHAIRMAN: On machines you have sold, 


subject to a guarantee of service? 
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MR. ESPER: Yes. And service is a trem- 
endous item, a tremendous liability. Our liability 
to the publ iol, servicewise, is tremendous, Profits 
are down, But we just have to give that service, 
and to keep with it, or reduce the service to the 
public. In other words, Tithinksit isin) the 
interests of the public to make sure that they deal 
with dealers who can give them service and they 
should be willing to pay a profit to the dealer for 
that service. 

THE CHAIRMAN: Do most of your larger 
appliances require much servicing, after they have 
been installed? 

MR. ESPER: I beg your pardon? 

THE CHAIRMAN: Do they require much ser- 
vicing after installation? 

MR, ESPER: Yes. Vacuum cleaners, three 
times a year, and radios with the automatic record 
changers as much as six times a year. Refrigerators 
do not require servicing quite as often, but they 
still need some servicing. 

THE CHAIRMAN: Perhaps I have not been very 
lucky, but I have always had to pay for service for 
my refrigerator, 

MR, ESPER: Under the warranty the dealer 
is responsible for the first venir and he must give 
free service during that time. 

THE CHAIRMAN: I never was able to get 
any of that free service the first year, because I 


did not need it. 
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MR. ESPER: When you are a specialist 
you have to keep that service available for the 
public. 

THE CHAIRMAN: I think we understand your 
position, So far as the need for some price fixing 
is concerned, you would start by requiring the man- 
ufacturer to sell at uniform prices to all 
purchasers, with only some reductions based upon 
quantity? 

MR, ESPER: Yes, carload buying. 

THE CHAIRMAN: You would put a carload, 
as a limit, for reductions? 

MR. ESPER: Yes. 

THE CHAIRMAN: And then you would require 
the wholesaler to sell to the retailer on identical 
terms? 

MR, ESPER: Yes. 

THE CHAIRMAN: And you would require the 
retailer to have a fixed minimum markup, and that 
he must sell at that figure? 

MR, ESPER: Yes. 

THE CHAIRMAN: Normally he would prob- 
ably sell somewhat above phat: but you would have 
no objection to his selling at any price between 
a fixed minimum and what might be regarded as the 
regular price? 

MR, ESPER: Yes; he would never be free 
to use vicious tactics, if he happened to be more 
powerful. 


THE CHAIRMAN: Then, I should like to go 
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pack to something Mr. Gerin-Lajoie referred to. 

It refers to another business, namely, the food 
business. It seems to have been generally accepted 
that the development of chain stores and super- 
markets and shopping centres has resulted ina 
lowering of the total cost of doing business, from 
the manufacturer to the consumer. So that, at the 
retail level, instead of perhaps an average markup 
of 30 per cent, such as existed perhaps thirty 
years ago, now not only the chain stores but also 
the independent retailers operate ee and of course 
they vary -- but we can say that they operate 
somewhere between 15 and 18 or 19 per cent. 

That would seem to oy as Mr, Gerin- 

La joie See that it would be a good thing; 
because the businesses that are doing it appear to 
pe profitable and the public is paying less than 
they would pay or than they would have paid under 
the old practice if it had remained, Do you agree 
that that has been a good development, taken on the 
whole; or do you think that the ill effects are 
greater than the good effects? 

MR, ESPER;: I think the 111 effects are 
greater, In the first instance, corporations are 
getting bigger. Let us put it this ee that: if 
some provision on cost was applied there the public 
would still get value for their dollars, if the 
dealer had a fixed amount at the retail level. The 
whole thing is ee that you should either leave 


everything wide open and have no laws governing 
































7 
od berroter atotai=atyo “alt gntitemoe 03 xosd 


boot edd .ylomen (seonteud rerdons od ‘eretor JI” 
hsdqeoos vilsrseeg heed eved of emooa JI -eaontaud 
-tequea bYs esxota mado to dmomqoLeves ont add 
8 mk betivast sad aortas actaqorta brs ectepitsm 
mort ,eaenteud gitob to teoo £8309 add to aitrowol 
edd Js Jatt of ,remuenoo oft of senedostunam odd 
QUITS speYevs oe aqstiteq To heed ant .fovel Liston 
T yderstd eqadesq betetxe es Hove ,t000 teq Of to 
, cals dud sovoda aisdo sit yino Jom wom ,oys SI 89y 
| as%yoo To bis -~ sieteqo areltsiex yaebaeqebnt ond 
starsgo yoid tent ysa mao ow Jud ed yrsv yor 
* -dt99 teq OL 10 Si Ors af asowled srerlwomoa 
~Sige) .iM as isen ot mesa biyow JadT 
rani boos 8 od bLuow IE tard sictelinieais stot sd 
ot weeqqe ti antob ors dace ponzonbend edt saysosd 
mals aeeL goaiyaq et of idig ans bas aldsiitorq od 
tobts OLeq saved bIuow yodd madd 10 weg Hiluow yond 
Setgs8 voy of =, berlemor bad $t tL soltoarq BLo ‘ont 
ent 0 goasd .Inemqoleveb boog 8 need vad dadd dant 
ofS etostte L1i odd jad anid? yoy ob 10 yeLorw 
Sadostte boog edd madd tedserg 
"tS atoetts Of odd Naidd T ‘AMT Oe ofIM., | 
88 ettolsserogzroo , Oonsd eat dant? edt ol stot serg 
tf dedd  wew atd? gr dq au Jor toggid gatdiog 
- obidwa eft sted? betiqgs esw te0o so Hobetvord emoe 
ed Mt ,etalLob xtodd zor eufsy Jog Lftde Biyow ” 


| 
y 


” off ,Lovel Ibeter end is Jeuoms bextt s bed reLseb 
evsel todd te bivota voy saris eid? et aifdd eLortw 
, pelterravog awa om evaci bas Hoge. obtw Ceiecaaiair da | 





- 2462 - Mr, Esper 


retail trade or you should have a minimum amount 
of laws to govern fair play in business and econ- 
omy. 

THE CHAIRMAN: But what I am trying to 
get at is that, if the development of these types 
of merchandising has resulted in greater efficiency, 
so that the smaller markup or margin is necessary to 
do businesss profitably, is that not a good thing 
for business and for the country as a whole? 

MR. ESPER: Yes, provided that everybody 
has equal advantages at the buying level. We are 
all interested in the consumers! benefit; but would 
you still have it if these big companies get bigger 
and the small fellows fall by the wayside? It is 
the small businessman who is the backbone of the 
country, after all. 

THE CHAIRMAN; It is true that a number 
of retailers and grocers have gone out of business 
in the last thirty years or so. Nobody is disputing 
that fact. But it is also a fact that many retail- 
ers have streamlined their business methods and 
have developed a more efficient way of ha eee ey 
with the result that they are able to compete 
successfully with the chain stores, Is that not 
also a good thing? 

MR. ESPER: Well, I am not familiar with 
the grocery business, I am in the appliances 
business. But let us take cigarettes as an example. 
If one chain store decides to use cigarretes as a 


loss leader and sells them at cost, he gets a 
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terrific run of public buying, and they buy other 
things at regular or inflated prices. 

‘chs does that help the poor little 
fellow, or does it help the public? Remember that 
nobody gets anything for nothing in this world. I 
believe that the public should always get value 
for their money so far as possible, And I do not 
think that ane or any other company a and 
perhaps I should not use any names -- could give 
any more service. The small dealer can compensate 
by giving night ee or something like that, 
They can sell cheap enough if they have production 
as well as distribution. However, in the long run, 
we would have supermarkets and no small business 
would be left. 

THE CHAIRMAN: If that was the result -- 
but it does not Seren it seems to me, result 
in that, However, I do not wish to get into an 
argument with you. We are just here to get your 
views and your opinions and any facts that you may 
have to give us. I just wished to get your views 
as to the possibilities in connection with increased 
efficiency and new methods of doing business which, 
in some te eeeeee might perhaps lead in some kinds 
of business, even to the elimination of one step 
in the process of merchandising. I was wondering 
whether you thought that was necessarily bad or 
whether in the long run it might be a good 


thing, In your field it applies to some extent, 


pecause some of the manufacturers of traffic 
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appliances deal only through jobbers. 

‘MR, ESPER: Yes. 

THE CHAIRMAN: Some at least of the man- 
ufacturers, those who handle the major appliances, 
deal both through jobbers and directly through 
retailers. I would like to have your view as to 
whether the second class of business is a bad 
thing, necessarily, or whether you think it indi- 
cates a trend to the position in which the jobber 
might not be necessary in the field of major 
appliances, 

MR. ESPER: Well, I could go back to what 
I said duitine a that first of all you have to rec- 
ognize that the producer and the retailer, as well 
as the distributor is an essential part of our 
economy. 

THE CHAIRMAN: But is he? That is what I 
am asking, 

MR. ESPER: Yes, very much so, 

THE CHAIRMAN: Is he? 

MR. ESPER: He gives employment and he 
invests millions of dollars, connected with both 
the small retailer and the large retailer, No 
medium retailer would survive without the jobber. 
The jobber is an essential part of good business, 

THE CHAIRMAN: I think we would agree 
that the jobber in many fields is a necessary part 
of merchandising, or he would not be there, 

MR, ESPER: He takes credit risks. In 
my case, I deal with a jobber most of the time. 
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I would not be in business today if it was not for 
the jobbers. ee another of the factors we have 
not mentioned is that of financing. When you have 
no laws fixing the profits it is human nature to 
take the line of least resistance, There are too 
many repossessions, anc that is what causes bank- 
ruptcies. I might think that a dealer has been 
careless in selling to the wrong people in the 
first instance, But, remember ener that there is 
no price fixing on buying. 

Some of the public may not take their - 
commitments very seriously. They may buy a refrig- 
erator today at $300 and next day another company 
advertises it for $250. Now, the first dealer is 
taking 10 per cent down, which is $30, and the 
second dealer gives the price a month later, The 
public will say, mye, why should we make that pay- 
ment? We will net $20 by returning it as a repossess- 
oleh eee People should be fair about these things. 

THE CHAIRMAN: There is nothing to prevent 
their being sued, is there? The law is there. 

MR, ESPER: But the average businessman 
wouldmt do that, It is bad publicity. 

THE CHAIRMAN: Sometimes it is necessary 
to do a few unpleasant things in order to make the 
public realize their obligations. The only escape 
from that is to make your down payment so large 
that they would not turn them in for repossession, 
although perhaps you would not make so many sales, 


MR. ESPER: Yes, we advertise to do that. 
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THE CHAIRMAN: However, that is some- 
thing that the retailer has in his own hands, 

MR. ESPER: I financed $340,000 in the 
last eight months. My total time sales were over 
$340,000, and our total delinquents were only $34. 

THE CHAIRMAN: It is not much of a prob- 
lem for you, then? 

MR, ESPER: No, We are very selective 
in deciding to whom we shall sell. 

THE CHAIRMAN: But you say you are not 
much undercut by other people? 

MR, ESPER: Not knowingly, no; but of 
course 

THE CHAIRMAN: From what you have said, if 
somebody else undercuts you substantially, you would 
probably get some repossessions? 

MR. ESPER: Yes. 

THE CHAIRMAN; And your conclusion is that 
you are selling at a low enoughprice that you are 
not undercut very much. 

MR. ESPER: That is right, 

THE CHAIRMAN; I think that concludes the 
questions we have to ask, If there is anything you 
wish to add, yourself, by way of general comment, 
you are free to do so, 

MR, ESPER: I certainly would be pleased 
to send in information in writing, at any time. 

THE CHAIRMAN: We will be glad to have any- 
thing in writing you would like to send us. 


MR. ESPER: The whole picture. 
























es 
Het at eae vilepeteaes ts rad. nt 
‘on 1 ade la ee 
7 ovbioelsa row ones oW 10m “ahaes w= | 
hee: chavie ow mori’ 04 “BALBLOSD nt 
ton wes oe yee ‘aoe dyer He Ao aT 
| foladeg ‘tortie ‘ct suorstaw dou 
to Sue ‘nt stghtwoa dou AOTEA MM 





La 





| SetLOD 

i “ pre ovad she dct ort snr cHT | . 

| oLuow so celtenasdadue voy etyorobons este ybodamor apie)! 

7 | . “Senoteasanogen onton oy vison 

: | a \ .oeY | SAaeR AM 

: sinaly et aokew Loses SOY bah MAMA AD aT 

j ogg wot sierts ‘Solty duoc wol s ds sittton ous wo i 

my, is | 7 -H um eEOV tuorsbou tom 

Phe / dilgis at det? samer it 

eed apbrl anos dents inted 3 MAMGEARD at 

voy galdtyas az oxoait “T ae od ovedt OW piokéniup: 

' .Sasmno9 beta ho es wd » Lheeruoy bbs: ot Agtw 

7 jae ob 6? sort ons LOY 
poanste “i busin Yea tabeise t’ neta sa 

; | om ems da ealdtaw tek ‘ottemrotar mt bares of 

yrs ovat. od tals og thin ow (HAMRTARG SEE . ; 

ted ‘boon od soll bivow voy grits Saw ait gnidd 

 Soasdotq stodw sett same a 





_ - ad) oe vy ri 7 a idee a 


Zi ONu67 - 


THE CHAIRMAN; The whole field? 

MR, ESPER: Production and distribution, 

THE CHAIRMAN: That is, in your experi- 
ence in the appliances industry? 

MAy ESPER:. Yes. 

THE CHAIRMAN: And your opinion as to what 
the tendencies are, and what the remedies might be -- 
if you think remedies are needed, 

MR, ESPER: I will put that in. 

THE CHAIRMAN: We would be glad to have 
that, if you would like to send it i in writing. 

MR. ESPER: Yes, I will do that. 

THE CHAIRMAN: Then, as there is nothing 
further this morning, we will adjourn this sitting 
in Edmonton and we will resume next on Friday, July 
2, in Victoria, British Columbia, 

--- Whereupon the hearing adjourned on Wednesday, 


June 30, to be resumed Friday, July 2, at 
Victoria, British Columbia. 
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RESTRICTIVE TRADE PRACTICES COMMISSION 
IN THE MATTER OF 
an inquiry 


Regarding Loss Leader Selling 
=-O~= 


Hearing held (in public) in the Court 
House, Victoria, British Columbia, Friday, July 2, 
1954. 


PRESENT: 


C, RHODES SMITH, Q.C.,M.A.,LL.B.,B.C.L., Chairman 


Guy Favreau, Q.C.,B.A.,LL.B. Member 
A, S. Whiteley, B.A.,M.A. Member 
APPEARANCES ; 


Mr. Paul Gerin-Lajoie Counsel for the Commission 


Mr. R. M, Davidson Secretary to the Commission 


REPRESENTATIONS : 
The Independent Merchants Cooperative Association: 
Mr. Wm, Palmer 
Mr. Neil A, Whitney 
Mr. A, Patton 


tC 


THE CHAIRMAN: I might say for the benefit 
of most of those who are eaene, and who have not 
been familiar with the practice during this Ingairy , 
or with what has taken place previously, that the 
inquiry began immediately after the Restrictive Trade 


Practices Commission was established at the end of 
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1952. It was commenced by the officer known as 

the Director of Investigation and Research pursuant 
to recommendations made by the MacQuarrie committee, 
which was the committee on whose recommendations the 
law was changed in 1951 and again in 1952. 

The Director of Investigation and Research 
made numerous inquiries from various trade asso- 
ciations, organizations and businessmen, and obtained 
a great deal of information which is compiled ina 
pook which is described as a statement of facts and 
information obtained by woe in connection with his 
inquiry into loss leaders. 

He supplied that book to the Commission 
and to all interested parties of whom he had any 
knowledge, and any whom he thought would be 
sufficiently interested to consider taking some 
action in the matter by way of supplying inform- 
ation to or appearing before this Commission, 

Upon receipt of that book the Commission 
proceeded to carry om with what we might call the 
concludingstages of the inquiry which had been 
previously carried on by the Director, These 
stages consist of the holding of public hearings in 
different centres across Samelatny where businessmen, 
organizations and individuals have expressed their 
desire to appear and to present briefs or to give 
opinions or information concerning this subject of 
loss leaders, 

We met in Ottawa, in Toronto and in 


Montreal, in eastern Canada; and during the last few 
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days we have met in Saskatoon and Edmonton, After 
completing this hearing in Victoria, we are to 
meet next week in Vancouver. 

It is desired that as much factual in- 
formation as possible concerning the use of loss 
leaders should be obtained, We are also anxious to 
get opinions of people who are presenting briefs or 
who are appearing before us as to the effect of loss 
leaders. And, in particular, we would be glad to 
have the views of those who appear before us with 
respect to what they mean when they refer to a loss 
leader, Because I can assure you that, during the 
hearings, to date, we have had several different 
definitions. We want to be sure that when any of 
you refer to a loss leader we will know what you 
mean when you use that term. Otherwise we will not 
be quite sure to what it is you are objecting or, 
if the shoe is on the other foot, what it is that 
you consider is satisfactory. 

That, <L think, is sufficient by way of 
introduction to what has taken place up to this 
date. This morning we are to have a brief presented, 
I understand, by and on behalf of the Independent 
Merchants Co-Operative Association, 

I would ask whoever is actually presenting 
the brief to come forward to this table to my right. 
If there are any others who are present and who are 
appearing along with the person offering the brief, 
they might also take a place at the same table. 


The practice which has generally been 
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followed and which, I pelrever has worked satis- 
factorily is for the man who is actually 
presenting the brief first tc read it and to make 
any comment he may wish concerning any point in 
the brief during the course of that reading, Then, 
having completed the reading of its hé vistiree to 
add anything he may desire, Then, any other members 
of the delegation who feel that something should be 
added, are then at liberty to make such additions as 
they may wish, Following that we will have nies. 
tions and discussion concerning the matter raised 
in theibrier, 

To begin, we would like to have your full 
names, the positions you hold in the organization, 
and any other information that would be useful to 


US. 


MR. PALMER: My full name is William 
Palmer, and my residence and place of business is 
1109 King's Road, Victoria, 

THE CHAIRMAN: Are you an officer of the 
association? 

MR. PALMER: Treasurer of the ddaociabion, 
and have been past president during the last two 
years, 

THE CHAIRMAN: Who are with you? 

MR. PALMER: There is Mr, Neil A. Whitney 
of Douglas Street, one of the directors, and Mr, A. 
Patton, another independent merchant, He is vice- 


president of the organization, 
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THE CHAIRMAN: You may proceed with your 
prief, Mr. Palmer. 

MR, PALMER: I shall proceed by reading 
the brief as it was submitted to the Restrictive 
Trade Practices Commission, This is a brief on 
loss leaders directed to the Restrictive Trade 
Practices Commission, and made possible by the 
Combines Investigation Act. It is as follows: 

We, the members of the Independent 

Merchants Co-Operative Association, com- 
prising sixty-one merchants in Victoria, 
wish to thank the parties responsible for 
making this hearing possible that we and 
others who are in the retail business may 
voice our opinions regarding "loss leaders," 

Common sense will speak for itself -- 

if you have something to give away the cus- 
tomers will always go and get it regardless 
of where it is or at where it is offered to 
them at the lowest price. We do admit that 
price maintenance is the answer to prevent 
some small businesses from going out of 
business. With these large monopolies 
expanding in a city the size of Victoria, 
the test is too severe on independent mer- 
chants regardless of what field they may be 
in ts fons electrical goods, hardware, and 
a host of others. If the governments in 
power could work with the manufacturers on 


these principles of price structure there 
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would be no room for "loss leaders", 


As we cannot restrict them from build- 
ing these massive structures, the governments 
in power should tax all chain outlets accord- 
ing to population in various cities, As the 
customers are led to these stores only by 
their "loss leaders", or cut prices, which 
they are able to do being direct buyers, 
they therefore have the advantage over the 
small independent merchants. We will not go 
on crying about circumstances but present the 
facts to you on what we consider "loss 
leaders", 

(1) The first item we will mention as a "loss 
leader" is cigarettes, Across the Dominion, 
cigarettes held the same price range. Then a 
chain store decided to cut the price on this 
commodity on account of restrictive trade 
policy in.force, ,.So in order to stay in 
business most of the smaller stores had to 
follow suit. Every commodity sold in a store 
has to show @ reasonable profit to be able to 
meet overhead expenses, etc, Now enters the 
real villain of the piece in the guise of the 
Anti-Price Fixing Law, passed by the present 
government in Ottawa, which is an open invi- 
tation to those interests sufficiently power- 
ful to wage unrestricted price war on their 


weaker competitors and ultimately destroy 
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them, It is also well to bear in mind that 
the tobacco industry, being a very lucrative 
source of revenue from the government point 
of view and with the prevalent socialistic 
tendencies of all governments, a chaotic con- 
dition in the distribution of cigarettes 
might well lead the present or some future 
government to the conclusion that a govern- 
ment monopoly is the solution, as exists in 
many other countries, and as we have in the 
case of liquor. No great imagination is 
required to picture what prices would likely 
be then, The price structure of cigarettes 
follows: 


$2.80 selling at 31¢ equals 30¢ profit 
showing 10 per cent profit. 


$2.80 selling at 3 for 89¢ -- total 
take $2.97 showing 7 per cent profit 


$2.80 selling at $2.95 -- 15¢ profit -- 
showing 6 7/8 per cent profit 


Therefore, we ask the Restrictive Trade 
Practices Commission to adjust this matter to 
suit all parties,as in our minds cigarettes is 
a "loss leader", 
(2) The next item we will mention is the milk 
question in Victoria which is, beyond a doubt, 
a "loss leader", All stores in this community 
are selling this commodity as a "loss leader", 
Since controls were lifted, we and the farmers 
are worse off than ever, This commodity is a 


necessity to the customer and we do not wish 
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to use it as a "come on", ee Ss we feel 
the merchant, big or small, should receive 
a fair profit E niet least 2 cents per quart. 
The dairies will not budge on their price 
structure. Here follows what they pay and 
what we receive: 

Farmers are paid at the rate of $6.10 
per hundredweight of standard milk to the 
extent of their quota which, in many instan- 
ces, is 400 pounds, Some farmers are bring- 
ing in 800 pounds and receive $2.70 for the 
extra 400 pounds, but it is all distributed 
to the homes at 24 cents per wae or to 
the stores at 23 cénts per quart, and the 
stores are forced to sell this commodity at 
the same level as the distributor sells it 
at the donseeiten is 24 cents per quart. 
oO; over-all, the distributors are making 
vast profits and the small retail stores are 
on the "short end of the stick", getting 
one cent per doaree which shows less than 5 
per cent profit, “According to British 
Columbia and Ontario laws which, I am led 
to believe, are still in power we are sell- 
ing milk below the profit allowed, As the 
MacQuarrie committee stated, "The large chain 
stores will eventually push the small man 
out." The milk question is one of the 
instances. If the monopolies were allowed 


their own dairies and distributing points it 
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would eventually happen, 

A milk board decision gave the Canadian 
Safeway Limited and subsidiaries authority to supply 
them to the Safeway Stores in Vancouver, A decision 
of Canada Beateways: Lucerne Milk Company, applied 
for certification last year to distribute milk. The 
application was turned down September 19,1755 by the 
milk board, The Cabinet announced that after recon- 
Sidering it, it had decided to grant the certificate, 
The milk company wanted to operate a milk processing 
and distributing plant for selling and supplying 
milk to Safeways Stores, 

After last year's refusal by the milk 
board, Lucerne appealed to the Cabinet, and the 
appeal was heard on November 15, 1955. Bila tne’ dis- 
tributors in Vancouver are opposed to the company's 
application on the ground that it would be unfair 
competition for them, because it must apply to all 
retailers, not just one chain, 

A direct tie between producer and mtaii- 
er may mean reduced prices of milk to the Vancouver 
buyer. And this proves what was said in the 
MacQuarrie committee statement, that eventually the 
small man will be pushed one: because we know that 
Safeway most definitely will use milk as a "come-. 
on", They will place it at the end of their store, 
where people are forced to a and they will be 
forced to take it on their own initiative, as 
most of the buying today is done on the impulse 
of the moment, They will pick up other things, 
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And it is one of the catches used by Safeway and 
other monopolies, in connection with the buying of 
other commodities by the public, They eventually 
-- and you can quote my words and prove to me in the 
near future that I will be correct -~- Safeway will 
cut the price of milk beyond the small independent 
merchant, having their own distribution plant. 

(3) Ice cream is another item which is a 

headache, Chain stores can purchase this 

product and sell it for 24 cents and 25 

cents per brick and then receive a bonus on 

their sales at the end of each month, Here 

follows a breakdown on prices: 

Ice cream, according to actual figures 
is sold to all stores at the price of $2.88 
per dozen, Small stores do not have facil- 
ities for carrying four or five brands of 
ice cream, These stores carry one or two 
brands and have to sell them at 30 cents per 
brick to make a reasonable profit. If small 
merchants do not sell over 500 gallons they 
receive no raeeor whereas the chain stores 
sell ice cream at 24 cents and 25 cents per 
brick and at the end of each month receive 
from the distributors or manufacturers of 
ice cream a rebate equivalent to their 
sales, 

(4) Eggs is the next item which constitutes 
a "loss leader", Prior to Easter week-end, 


all stores buy extra eggs to meet the demand, 
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This year the demand was not great at small 
stores due to the extensive advertising put 
on by all chain stores selling eggs at 

2 dozen for 99 cents. This is an example of 
a "loss leader", as these eggs cost, at that 
date, 49 cents per dozen, (Attached are 
Exhibits A, Band-C. A will be the adver- 
tising article; B will be market price of 
eggs at that pe and C will be the invoice 
showing that we paid 49 cents, This was sub- 
mitted in detail to the Commission). 

ae Miracle Whip ae On May 8th, a 32 ounce 
jar was advertised by the chain stores in the 
daily papers at the price of 75 cents. How- 
ever, cost of this commodity at that date was 
$8.85. These stores have their own outlets 
and own wholesale which is at a greater saving 
than the independent merchants can compete 
against, If we buy 200 pounds we get it at 
$8.45, which amounts to 714 cents per jar 

and which amounts to a lot of money for small 
merchants to lay out, but the chain stores, 
which are the monopolies, buy it by the 
carload lot and are supposed to keep to a 
maintained price level, which they promised 
and which they do not do, Hence, the 

trouble starts and develops into "loss 
leader" tactics, We would suggest, therefore, 
that the Kraft Company go back to its old 


arrangements in distributing Kraft products 
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to all stores, (Attached is Kraft price list). 
6. Canadian Pork Luncheon Meat was sold to 
the independent stores at $6.48 per case on 
May il, 195}, while chain stores advertised 
it at two for 55 cents -- another example of 
"loss leader", This proves again that mon- 
opolies are certainly going to be victorious 
in their conquest of all distribution of 
goods to the public in the near future and 
the small merchants will be out. (Attached 
is substantiating evidence. This was sub- 
mitted to the Commission, ) 

7. Weiners on the date of May 20, 1954, sold 
in chain stores at various prices -- 2 pounds 
for 65 cents or 2 pounds for 59 cents. Cost 
to small ianopeneene merchants was 36 cents 
per pound -- which is a "loss leader" as 
invoice and advertisements will prove. This 
was submitted to the Commission, Also of 
date May 27, 1954, weiners sold at 35 cents 
per pound, as advertised by B. K. Stores, 

The above are facts and no guesswork is 
embodied in any of these statements, 

The data contained in the above brief 
has been compiled by the past president of 
the Independent Merchants Co-Operative Asso- 
ciation and edited by the corresponding sec~ 
retary. This brief has been approved by the 
sixty-one merchants who wish that the author- 


ity in power will be well versed on what to 
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our minds constitutes a "loss leader", 

We respectfully thank the parties con- 
cerned for giving us this opportunity of 
presenting our brief. 

Phere soOuathe, Jast page of the brief us 

what we consider to be a list of monopolies exist- 
ing gnevVictoria, it is as follows: 


List _of Monopolies Existing in Victoria 


1. Malkins -- B & K Economy Stores 
(G. Weston - Tycoon) 


2. Kelly Douglas -- (National Grocers of U.S.A.) 
3. McDonald's -- Safeway (Standard Oil of New Jersey) 


4, Trading Post -- under construction -- 14 million 
dollars, 


I would point out in connection with this 
list of monopolies that Safeway is controlled by 
the Standard Oil Company of New Jersey. That is 
why they put cigarettes down and increased the 
price of gasoline. They had nothing to lose when 
they used a commodity such as cigarettes. 

And then, in connection with item No. 4 
which refers to Trading Post, which is under 
construction at a cost of a million and a half 
dollars; well, there must be an awful big profit 
in foods to allow monopolies to increase their 
buildings. 

Then, for your information, I have another 
little item I should like to read, It is as follows: 

The following is further statistical 

data gathered since the submission of our 


brief to Ottawa and which we present 


“oe vetsnag hs or ulus oeqaas oy 
oa aidd eu gniviy 0% seeneeg 
slid 0 guid qoserg ~ 
ar. aoa oa ‘to oat dant oid ato Pe’ 
-telxo ast oqotion Yo debs & ed oF ‘ob kesio ow Jadw 
| Hawoltor en ab aI » Bbt03 OLY ak got 





pon sudniel a3 $&- -- acrtoit et of 
(nooo? - todaeW .) 


(.A,8.0 Yo anss01d feroiselt) -- eafguod yLrax .s 
(yoatet woul to £10 bretisd2) yewe'ts® -- etbhfstodem .¢ 


Mollie $f -- fotdourterios tobtu ~-- teed gatbarT .# 
a ee 


atid dew pokteonaoo at ion Jakoq bluow I 
od helLowdsion gt vawsis dad? asttogoaon to tall 
. af tail .yoerol wat ‘to yhtsqmoD f££0 bysbas32 odd 
sd boesoront besa mod notdoregts ducy port dw 
fody enof of gatdson der you? ,ontloasg to eetag 
,astteansto es dove vd kBiomto9 8 beav veorid 
. + olf mgt dittw nolteesaes at fod bod 
Tobey at cotdw .teod gittioerTt of eretex doldw 
; Tiedt 6 OHS Goll itm # to tao 6 38 notd ousdanos 
titong gid {wiwe me od dsum ayedd , flow tareLfob- 
tledd saseronl oF 29 tLoqoriom wolls of aboot mt 
 Apitb ited 
soridons ow atl, I oleae Woy TOL ted? os 
sewoLto® es si ae sheer of of LL Divorde I mott elJIti 
|  Inottatseds seniivt ef gatwolfot ant 
| two To nolesindya edt some boresi¢eg sts 
Sasesty ew dotdw bas swsds0 of tebed 








~ 2481 ‘ 


Mr. Palmer 


hereunder as further proof of “loss lead- 


" 


ers" in existence, 


Items listed were presented by Safeway 


and advertised on the date of June 14. We 


attach substantiating evidence in the form 


of invoices in order that comparison may be 


made, 
Safeway Price 
to Customer 
Watermelon 5¢ per lb. 
Margarine 2 losyafor.63¢ 
Lynn Valley 
Peaches 2 cans for 33¢ 
Rhubarb 4d per lb. 
Bologna 29o¢ per lb. 
Corned Beef 2 cans for 49¢ 


Cost Price to 
__Merchant 


5¢ per lb. 
31d per lb. 


16¢¢ per can 
4¢ per lb. 
31¢ per lb. 


32%¢ per can 


These are facts. I am not discriminating 


against Safeway or B & K or Supervalue Stores, but 


the data of that last case is submitted for your 


approval and for your information, 


I am offering 


also the advertisements and invoices; they are all 


included and you can take them back with you, 


THE CHAIRMAN: Before we proceed further 


perhaps we should make a note of the material that 


has been handed to us. The documents are as 


follows: MacDonald's Consolidated Limited, price 


list, stated at the bottom to be effective June 


26, 1954; the second is an invoice of the Swift 


Canadian Company of June 14, 1954; the next is 


a document of A, P, Slade, Victoria Limited, an 


invoice of June 12, and the next is an invoice 
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of W. H., Malkin Company dated June 14, 1954, 
Then we have several pages taken from the Victoria 
Daily Times of Monday, June 14, 1954, con- 
taining on some of these pages advertisements of 
groceries, These are separate and can be filed 
and marked as Exhibit VIC-1. 
--- EXHIBIT NO, VIC-1: Price list, MacDonald's 
Consolidated Limited, 
June 26, 1954; invoice, 
Swift Canadian Company, 
June 19, 1954; invoice, 
Ae Pe eiade, Victoria, 
WUNSwies Ayoice, We H, 
Malkin Company, June 14, 
1954; also attached 
several pages from 
Victoria Daily Times 
Monday, June 14, 1954, 

THE CHAIRMAN: You may proceed, Mr. Palmer. 

MR. PALMER: In dealing with briefs we all 
know that it is very nice to present briefs and let 
the powers in office know what is taking place, 

The small independent merchants for years 
have strived to keep families supplied with 
groceries at as low a cost as possible. We have 
supplied them with charge accounts, which the large 
monopolies do not do, They do not have to, because 
they have the capital to say, "Here it is; if you 
want it you can have it, If you don't want it, 
you don't have to take it," 

The little man is without capital to any 
great extent; and our organization, being in its 
infancy, we have not made as great strides as 
might have been possible due to the hardships of 


the large monopolies and the curtailment of 


business at various angles. 
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To deal with the milk question, which 
has been a bone of contention in Victoria, we have 
to take the facts as presented to us, as we are 
not lawyers, or adapted to all these circumstances 
which tie us into our way of life. 

The Minimum Loss Act for commodities, 
chapter 219, is an act respecting loss on commodit- 
ies, as it has been put out by the provincial 
cabinet of British Columbia. I have that law before 
me, and it states: 

No retailer shall offer for sale, sell or 
keep for sale any grocery products at a 
profit of less than 5 per cent, 

If we had the capital to contend with these 
facts and figures that the law has set down, we 
could prosecute the people who sell at less than 
5 per cent. But, being that we are not lawyers, 
as I said petone. we are not in that position to 
take these cases to court as we see them do their 
advertising, We are just little Joes trying to get 
along in life, to please the housewives. Some of 
our items perhaps are a cent higher than the large 
monopolies because we have not got the volume, 

We have not got the capital to expand. Nor have 
we been given the best spots in the city to 
create these large outlets for foods. 

We are harnessed to aie as so 
defined. But, due to our incapability to form 
great companies like Safeway or B & K Economy 


Stores and Supervalue, and not having large 
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amounts of money at our fingertips, we cannot do 
2%. 

But the powers that be in government 
should restrict these people from selling merchan- 
dise, and should enforce the law if those people 
sell at anything less than 5 per cent, as is 
quoted in the British Columbia Act, 

If you take in your refrigeration, your 
deliveries and your bags, then it is clear that we 
are selling milk at a loss, when you only get one 
cent a quart. And that is one of the conditions 
in Victoria we would like to have improved. They 
get two cents a quart in Vancouver for milk. And 
they claim, of course, that there is a hardship 
in sending feed to Victoria and that that puts the 
price of miliksup,; 

The dairies will not budge, When I phone 
them and ask them what's cooking they say, "Well, 


the war is still on, You can fight it out." 


Then, when I ask them about ice cream they say,"Well 


you little fellows can do the same as the big fell- 
ows do." How can we do that? It is simply prepos- 
terous to believe that people in business like 

that would make such a statement -- that we can do 
the same as the big fellows do, 

The majority of independent merchants 
regardless of where you go ~-- regardless of what 
city you go to -- are just about the same, I have 
travelled from coast to coast and I have seen a lot 


of them, 
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I was raised in Montreal where a lot of 
small independent merchants there are trying to 
make the same kind of existence against the big 
capital, the big companies like Dominion Stores, 

A & P and Steinberg's, and they are having the 
same trouble down there -- but not quite so sub- 
stantially or so vastly -- in connection with a 
commodity known as cigarettes, 

There is a great deal of experienced 
thought in independent merchants who travel like 
that, and who see the merchants in these different 
fields. But I would like the powers here to be 
thanked once more by our Association, as I repre- 
sent them at this hearing, I hope in the near 
future that you will get together with the Com- 
pines Investigation Board in connection with this 
Act that eye cathe in Ottawa -- the anti- 
price fixing law -- which was adopted in 1951, and 
work in harmony with the wanufacturers, especially 
the manufacturers of cigarettes, so that they will 
be priced and have the prices stamped on them 
so that no monopoly can cut the underground out 
of the small independent merchant. 

That is what I am going to fight for as 
long as I am able to, I have lost my teeth over 
one effort, and I am on my sixth set, but I am 
still able to smile, and when Mrs, Jones or 
Mrs. Brown come into my store I am quite able to 
please them, even without my teeth in, Thank 


you very much, 


oe oe ae 





i a , 7 us le? - a 


™ oe Ae 7 : 


20 dol & overt tu Leerioon a2 bestax ae wank 
od soberd ore ered ‘edasdorem tnotgeqonet cree 
aid old dant aps sonedetxe Yo: bastal omse edi? sem 
(2orod8 sotntaod ext eetnsqnoo ate ontt iettgso 
edd satvad one yordd bre et grodaiod2 bas 1 6 A 
~duz og ottup ton dud = ssid mwob olduort omsE 
s ddiw okt oscutos st ~~  uidasy 08 ‘to yiistinasta 
_ _skedtonsgto e& owomt..¢oibommos 

“bepdebracxe to seb Jaory 8 at stent 


fe) out Lovect ovine ataartor sin Jerobmaq shat, amt digo 
Srrono the auedd mk admerdonom odd 998 ortw bas Jad 


ed od ero aT owog arts agit blwow I jem | .ebLolt 
~ongon be as ,fotdelooseA wo yd stom sono beximadt 
“son sft nt eqod Ll ,gofresd atdd gs med? tase 
~moD of} ditw tadiesod tog ftw yoy dads sxytyt 


elds ddiw Aokdoednes ak Brsod fold egideeval eonkd 


* goed | 
~fdnes oft ~~ sestIO of boatmorg\sad dsdd JoA 


. be _, Leer at bedgobs abw dolrlw -- wat gail sofrgq 


yifslosqas ,etovdtpeturay oft dd tw Yaomrai ot arow 


{ftw vont dandy of ,sotiteragto ‘to arotyd os huis ort 


“ont mo beqmeade aeotid sit oved bas beolig od 
00 brmwoxrgiehas oft duo ass yLogotiom om tadt oe 
”  “tmedorton sacar: {fama att to | 
88 Tot Sigil o¢ yotlon ms I tadw at tat? 

Tove ddeot um teol ovad I od elds ms f 8 gool 
ms I tud .Jou dvxte ym mo me I big .t40%%e onto 
70 aofot .auM fod bas .oftma od ‘elds fftta 

od elds ottap ms Tr orods Ym otal sar won I OTM 
sos en ala teed wir Samet hy evs, «medi sasetq 


«oun VISV yoy 





- 2486 - 


THE CHAIRMAN: It soundsas if you would 
be able to get along anyway. 

MR. PALMER: I always do, 

THE CHAIRMAN: Then, I would like to ask 
if either Mr. Whitney or Mr. Patton wish to add 
anything at this stage, 

MR, WHITNEY: I wish to say only a word or 
two about cigarettes. Before the government stop- 
ped the cigarette companies from putting the price 
cn cigarettes we were getting along nicely. Cigar- 

ettes are a big issue with us. We all carry a 
grocery and a confectionery licence. Under the 
confectionery licence we stay open evenings, holi- 
days and Sundays. The general public come to us 
for cigarettes and tobacco. But by the big chain 
stores cutting the price of cigarettes down it is 
cutting our profits down, 

Cigarettes are a big issue with us. It 
represents big volume so far as we are concerned, 
and we would like to see the manufacturer be able 
to put the price back on a package of cigar- 
ettes. 

THE CHAIRMAN: Thank you, Mr. Whitney. 

Do you wish to add anything, Mr. Etton? 

MR. PATTON: No, Mr. Chairman, I 
think everything has been pretty well covered. 

THE CHAIRMAN: Thank you, Then, Mr. 
Gerin-Lajoie may have some questions to ask, 

MR. GERIN-IAJOIE: First of all I should 


like to ask Mr. Palmer to explain about these 
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exhibits which were filed, Would you explain 
what each document is, and what reference it has 
to the brief submitted, 

MR, PALMER: The first invoice on the 
top of this group is handed to me and states: 
"Palmers Grocery sold, on April 17; 30 dozen eggs 
at 49 cents." It is advertised --- 

MR. WHITELEY: Is that "Sold to Palmers 
Grocery", do you say? 

MR. PALMER: Sold to Palmers Grocery. 

THE CHAIRMAN: By whom? 

MR. PALMER: By Northwestern Creamery. 

It is invoiced at 49 cents a dozen at a cost of 
$14.70. It is advertised in the daily paper: 
"Breakfast Gem grade A large eggs, hard boiled 
and coloured; come for the children, cartons 

2 dozen for 99 cents," Now, I did not employ 
in my brief all the facts and figures of these 
eggs. Why? Because it would take a lawyer to go 
into all theee facts and figures, 

THE CHAIRMAN : All we want is to identify 
tuese documents with the brief so that we will know 
when we read the brief which of these documents 
you are referring to in each paragraph, That is 
all we have in mind now. We are not asking at the 
moment for a complete explanation of each docu- 
ment. 

MR. GERIN-LAJOIE: The bill referred to 
first may be filed as Exhibit ot 

MR. PALMER: That is item No, 4 on your 




















r “spededa. ne sm 93 honned et qwosy att) to god. 
eau? Mesob OE we LtagA so hkox reso exomiei" 
nee “hentdnevbs: shal "atsoo QA ts 
exoates oo bee aad? of PSR, AM coaticay : 2 aa 
ri oo eee uot ob ."yrss070 
wetoosd aromned of hLok :ASMIAT \AM 
. tmodw git" ‘MAMAT AHO ST 
«VRoMSer saenichcil VG sHOALAT AM 
te teoo 2 ae tioned 8 arngo ee ts PRR aL 31 . 
| wneaeg elie aad mt boaiirevbs et sz OV ALG 
bat tod tryed .83R9 sgtat A sberg 3D Jesbisora" 
atoduee ,terhiido eld rot smoo tbenworos pee 
ecdiaaes gor bth ft , woul . "adseo Ge tot, Nexob § 
Saond to sorimgt? bag ad ost sinlg fife telad ym at 
om oF xeymat F:) axed biuow a sausood tydW . agae 
YW | s Feta: here afoe@z osserid Its oat. 
eitdnont od et dite ow tA + WAMALAHD FET 
wor! £ftw ow Jedd o@ Yotad orld ifttw edsesmoob egedd 
atnomioob ened to dofdw toted. odd: bao ow stodw 
el dad?  rigergeraq dose ie ee antes eles Is Oy. ba 
old gs sitiains Jon ars sW wont bain at evad ow fis” 
“noe Hass Yo ott sislaxe te cl 10% Scemone 


e 


—_ 


-” conti ute oct ATObAL-IEAGD = se 


2 sds a6 betlt emia duh 
<voy ao # ,oM mode ab Jatt AREMIAT AM 





- 2488 - 


brief. 

THE CHAIRMAN: This comes under item No. 
4 in the yuer does it? 

MR. PALMER: Yes, No. 4 in the brief. 

THE CHAIRMAN: An invoice from the North- 
western Creamery to Palmers Grocery, =O cis) this 
the one that the brief says is Exhibit A? 

MR. PALMER: Yes. 

THE 6HAIRMAN: "C" is the invoice. This 
is the invoice referred to in paragraph 4 on page 
3..0f the brief as Exhibit "C", and ‘saying, "We 
paid 49 cents", 

MR. PALMER: That is right, 

THE CHAIRMAN: Then, that document, which 
we have just described, will be Exhibit VIC-2. 
-~--EXHIBIT VIC ~-2 = Invoice referred to in 

brich of Mr. uPalmer.as 
Exhioit '¢: 

MR. GERIN-IAJOIE: And here are a number 
of newspaper advertisements stapled together. I 
believe they all relate to the price of eggs. 

THE CHAIRMAN: Do all of them relate to 
eggs? 

MR. GERIN-LAJOIE: Yes, apparently, Then, 
with regard to these newspaper clippings, are they 
all from newspapers of the same date? 

MR. PALMER: Yes, they are. 

THE CHAIRMAN: And they are all from the 
Daily Colonist? 

MR. PALMER: They are Colonist and Times, 


combined, 
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THE CHAIRMAN: Then, newspaper clippings 
from the Victoria Daily Colonist of April 13 and 
the Daily Times of April 13, showing advertise- 
ments relating to the price of eggs. I believe 
all of these are stapled together and they are 
marked with the red figure 4, with a circle 
around it. I believe they are all marked in that 
Way. These will form the next exhibit. 
oe EXHIBIT VIC -3 2 Newspaper clippings, Daily 

Colonist and Daily Times, 
April 13; egg prices. 

MR. GERIN-IAJOIE: Would you explain what 
this blue document is which has the number 5 on 
it and is entitled, "Kraft Foods Limited, price 
list for the retail trade", 

MR. PALMER: Yes, gladly. The item No, 5 
is the article in the brief giving the powers that 
be a@ greater lead to the price of mayonnaise at 
32 cents, that we quoted, and that was sold as a 
loss leader, That is why the price list was sent 
in, to give you that adequate information, One 
dozen in a case, 343 pounds, 32-ounce Miracle 
Whip; they have it listed at one price as, up to 
200 pounds, $9.10; and then, if you buy 200 
pounds it is $8.80. And, carload lots, 2,000 
pounds and over, $8.65, 

At that particular date they had come 
out with a change, and these changes in prices 
took effect overnight regardless of the stock you 
had on hand, The reason this was submitted was 


to show 2 clarification of the different set-ups 
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in price. The first is for one case and up; the 
next is for 200 pounds and up, and then the next 
is for carload lots and up. And that is why the 
monopolies sell one article at 75 cents, Well, 

we cannot afford to buy at their figure, as adver- 
tised in the daily papers at 75 cents. The proof 
is in the pudding, gentlemen, 

THE CHAIRMAN: Or in the mayonnaise. Then, 
just to be quite clear about this; in paragraph 5 
at page 3 of the brief you speak about advertising, 
about which you have just spoken again, in the 
daily papers, quoting Miracle Whip, a 32-ounce jar 
at 75 cents, The brief then goes on to say that 
the cost of this commodity on that date was $8.85. 
Is that the cost per dozen to the independent 
dealers? 

MR. PALMER: Yes, that is right. 

THE CHAIRMAN: That is what that means, 
the cost per dozen to the independent retailer? 

MR. PALMER: Yes, $8.85. 

THE CHAIRMAN: Then, we have before us a 
price list of two pages dated July 13, 1953 by 
Kraft Foods Limited entitled, "Price list for the 
retail trade"; and two clippings from newspapers, 
one from the Daily Colonist of Victoria of May 27, 
1954; and what is the other one, do you know? Is 
the other from the Colonist, also? 

MR. PALMER: i cannet bersure;, Picthere 
is no date on it. 


THE CHAIRMAN: The other one has on it 
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a statement that Supervalue Stores will remain 
closed all day on Monday, May 24. It is all this 
year, though, is it not? 

MR, PALMER: Yes, this year, 

THE CHAIRMAN: So that we may take it that 
it is an issue of some time shortly before May 24, 
1954? 

MR, PALMER: Yes. 

THE CHAIRMAN: The first two of these doc- 
uments have the figure 5 in roan With a reo circle 
around it; and the advertisement from the Daily 
Colonist has the figure 3 on it in red, with a red 
circle around it, These documents just described 


will be filed as the next exhibit. 


---EXHIBIT VIC-4 -- Price list, Kraft Foods 
TAmMLted . shily. 135 1953:s 
two newspaper ee a ae 
one dated May 27, 195 
and the other undated, 
but said to have Pa ale 
before May 24, 1954, 


MR. GERIN-LAJOIE: Then, you are filing 
an invoice bearing the number 6 from MacDonald's 
Consolidated Limited to Palmers Grocery under date 
of May 11, 1954; together with a newspaper clipping 
from the Victoria Daily Times, and another one 
which does not bear the name of the paper. 

MR, PALMER: This is the Colonist, and 
this is the Time. 

MR. GERIN-LAJOIE: Are they both from May 
12, 1954? 

MR. PAIMER: Yes, they are. 
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MR. GERIN-IAJOIE: And all these docu- 
ments refer to the price of what? 

MR. PALMER: Canadian pork luncheon 
meat, 

THE CHAIRMAN: Then, the documents just 
described, all of which have the figure 6 in red, 
witha ved ‘cine ley wiiiupe ithe Nextvexhibit. 


-~-- EXHIBIT VIC-5 -- Invoice, MacDonald's Con- 
solidated Limited to 
reimers Grocery, “May. , 
1954; also two newspaper 
clippings from the Vic- 
toria Colonist and the 
Victoria Times, May 12, 
1954. 


MR, GERIN-IAJOIE: And these documents 
all refer to paragraph 6 of page 3 of the brief, 
Canadian pork luncheon meat? 

MR, PALMER; Yes, 

MR. GERIN-LAJOIE: We now have another set 
of documents including first, an invoice from Burns 
& Company to Widow's Park Grocery under date of 
May 21, 1954. 

MR, PALMER: Yes, 

MR. GERIN-IAJOIE: And these newspaper 
clippings -- 

MR. PALMER: That is from the Colonist 
and that is from the Times. 

MR. GERIN-IAJOIE: The small square one 
is from the Times and the long one is from the 
Daily Colonist? 

MR, PALMER: Yes. 

MR. GERIN-IAJOIE: And these are taken 
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from issues of those papers on May 20, 1954, 
These documents refer to what? 

MR. PALMER: The weiners in question where 
the merchant bought at 36 cents a pound and the 
chain monopolies sold it at two pounds for 65 cents, 
as submitted in the press, and 24 which constitutes 
approximately two pounds for 59 cents, 

MR. GERIN-IAJOIE: All these documents are 
referred to in paragraph 7 at page 3 of the brief? 

MR. PALMER: Yes, 

THE CHAIRMAN: These documents just des- 
cribed will be the next exhibit, 
~--EXHIBIT VIC-6: Invoice, Burns & Company 

to Widow's Park Grocery, 
May 21, 1954; also two 
newspaper clippings from 
the Colonist and the 
Times, May 20, 1954, 

MR. GERIN-IAJOIE: Do you wish to file 
this additional newspaper Clipping you now show me? 

MR. PALMER: It was sent in to the Restric- 
tive Trade Practices Commission, It was put in the 
daily press in Victoria on Beiday. October 8, 1953, 
as one of the points of co-operative action which 
was asked by the merchants, It states: 

A strong plea for small merchants to act 
together in order to improve their bar- 
garning position was made Thursday night 
in the monthly meeting of the great Vic- 
toria Independent Merchants Co-Operative 
Association by W. Palmer, association 


president, 
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It was only an article put in the press 
to enlighten our members on what they should do 
for their own benefit, and to work together in 
better harmony. 

MR. GERIN-IAJOIE: Is this document =. 
ferred to in your brief? 

MR. PALMER; No, it is not entered in 
the brief or any of the discussions. It was just 
a clipping out of the papers which was sent to the 
Restrictive Trade Practices Commission in Ottawa 
for their story leading up to the event of loss 
deadere) to show that we are active as an organ- 
ization. 

MR. GERIN-IAJOIE: This is a newspaper 
clipping from the Daily Colonist of Victoria of 
October 9, 1953 and entitled: Co-operative Action 
by Merchants Urged, 

THE CHAIRMAN: The document just des- 
cribed will be marked as the next exhibit, 


-+-VIC 
---EXHIBIT VIC-7: Newspaper clipping, Daily 


Colonist October 9, 1953, 
Co-operative Action by 
Merchants Urged, 
MR. GERIN-IAJOIE: I have a few questions 
to ask you, Mr. Palmer, if you would care to give 
us this additional information, 
MR. PALMER: gladly, if I am able to. 
MR. GERIN-LAJOIE: First of all, would you 
explain what your association is, I understand it 


is a group of merchants. What type of merchants, 
and in what field? 


__ * >= 
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MR, PALMER: In eed mostly. We are 
small owners of small establishments. Some are 
confectioners, and some are grocers. We were 
embodied together in 1948, This was brought about 
py the hardships of one group trying to fasten us 
down to certain hours of business. We believe in 
the democratic rights of the people of this anes 
ry. We believe that as small independent owners 
we should be able to adopt our own fee because 
we were not conflicting with the labour laws as 
set down by this province, and we believe that 
we should be able to work our hours according to 
what we see fit. 

MR. GERIN-IAJOIE: Would you explain 
what are the purposes of your organization, Dol 
understand the first purpose — originally, in 
connection with the matter of business hours? 

MR, PALMER: well, iu our first group 
association, the purpose of acting together as 
members of the association was to protect our 
rights under the democratic way of ae and 
to work as many hours as we saw fit. And we 
achieved that success by getting the by-law 
amended to give us that right to sell groceries 
at any hours. 

MR. GERIN-IAJOIE: Then, can you say 
if you have any other activities? 

MR. PALMER: We have. 

MR, GERIN-IAJOIE: You have the word 


"co-operative" in the name of your association, 
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MR. PALMER; Right, 

MR, GERIN-LAJOIE: What does that mean, 
in your case? 

MR. PALMER; The memorandum indicates 
that it is an association of independent merchants , 
acting as a Ls ar rahe on association. It says: 

The name of the association is the Pages 
pendent Merchants Co-Operative Association; 
registered office of the association will 
be situated at 1198 Yates Bees Victoria, 
Province of British Columbia, The objects 
for which the association is formed are: 

To carry on the business of storekeepers 
in all its branches, and particularly 

to buy, sell, manufacture and deal in 
goods, consumable avbicles. edibles and 
foods of all kinds, both wholesale and 
retail, and to transact agency business; 

to carry on the business of merchants and 
traders, importers, exporters, grocers, 
butchers, green peccerat provision 

ge ieree cary, bakers, confectioners 
and tobaconnists eon, 

MR. GERIN-IAJOIE: ate if you will allow 
me to interrupt; in practice, what purposes do you 
follow or do you have? Do you act as an agency 
for buying in common? 

MR. PALMER: No, we have not entered 
into that field yet, We registered under the Act 


by the provincial cabinet and paid our fees to be 
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registered under that Act, to act in any way we 
saw rit, or when our organization became strong 
enough, so that we could enter into these articles 
that I have read nis if we saw fit to do so, 

That was our only solution toward buying in 
quantities, just the same as the monopolies do, 

MR. GERIN-LAJOIE: Up to now you have 
not bought in common from the wholesalers or manu- 
facturers? 

MR. PALMER: No, we only deal direct 
from the wholesalers, 

MR, GERIN-IAJOIE: Could you tell us if 
some members of your organization are grouped 
opener or with some other retailers in the prov- 
ince of British Columbia, for the purpose of buying 
together from manufacturers? 

MR. PALMER: To a point, we all are, 
Under the heading of independent merchants we do 
obtain special privileges belonging to an organ- 
ization, since the wholesalers recognize in 
the province of British Columbia organizations 
set up in any field, 

If you belong to a group who get certain 
concessions we, as independent merchants -- the 
Independent Merchants Co-Operative Association -- 
do get certain benefits from the wholesalers, from 
any one you wish to name, MacDonald's, Malkin's ae 
they all give us certain concessions because we are 
a body, providing they serve our group. 


THE CHAIRMAN: That is, even though each 
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store owner buys separately, you get concessions, 
some concessions in price, because each member 
of the group also deals with some wholesaler? 

MR. PALMER: That is right -- in groups -- 
they are in groups. And the companies recognize 
our group and they give us a discount of 23 per 
cent on biscuits, because we belong to that group, 
which is registered under the provincial cab- 
inet .. 

THE CHA IRMAN: But, in order to get 
that Se ae all members of your group have 
to buy those biscuits; is that correct? 

MR, PALMER: Yes. 

MR. GERIN-LAJOIE: Taking a look at 
Exhibit vic, which is a price list of Kraft 
Foods, I-notice that there.are three different 
sets of prices according to the volume purchased, 
Do you mean that the members of your group got a 
price lower than the pricesmentioned here? 

MR. PALMER: No, In connection with this 
matter, certain commodities, if you buy from the 
wholesaler at this volume -- that is, if you buy a 
one-case lot you pay this price for it, Then, 1. 
you buy 200 pounds or over you get this price; and 
if you buy 2,000 pounds or rane up .to a pee 
9,999 pounds, you get this price, 

MR, GERIN-IAJOIE: This means of course, 
LP Leunderstand <it eee that if you were to 
join together a number of retailers to buy a car- 


load, for instance, you would get a lower price? 
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MR. PALMER: Yes. 

MR. GERIN-LAJOIE: Now, looking at some 
parts of your brief, Mr. Palmer, would you explain 
first of all what you mean by monopolies, when you 
refer to monopolies in the second paragraph? 

MR. PALMER: The second paragraph? 

MR, GERIN-LAJOIE: You refer to these 
large monopolies expanding in a city the size of 
Victoria, What is a monopoly? 

MR, PALMER: A monopoly is a word such 
as a cartel, Some people have the power to do 
great things, whereas the independent, like myself, 
the independent merchant, has not got that control 
over controlling cost of things. 

They are not listed as a monopoly. But, 
with their unrestricted revenue and the large 
amounts of money, where people buy in mass quanti- 
ties, they are Benen according to union prin- 
ciples, a cartel or a monopoly, which means the 
same thing, They have control, 

MR. GERIN-IAJOIR: Well then, in this case 
you mean, when you use the word "monopoly" only a 
large organization having large buying power? 

MR. PALMER: Yes, 

MR, GERIN-IAJOIE: Now, in paragraph 3 
you suggest that the government should tax all 
chain outlets according to population in the various 
cities, First of all, would you explain why you 
suggest that the government should tax chain 


stores and not other retailers? 
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MR. PALMER: Well, the chain stores 
have the power and the enticement, by building 
large grocery stores ne they have the power to 
entice people to buy there, 

MR, GERIN-IAJOIE: What do you mean by 
"yower'"? 

MR. PALMER: The power to advertise, 

MR. GERIN-IAJOIE: Do you mean money? 

MR. PALMER: Money, yes a the same 
thing -- power is money. In phases of our language 
we use it for the same purpose. Power and money 
guide their destiny and they are able to do more 
than the small mn, who is without those two 
advantages, And I might say that I am not a 
lawyer, nor are any of us lawyers well versed in 
all the commodities of the market, 

I could go on to say this, You have ip 
ferred to the article where I ask for this tax. 
And you ask why should I ask the government to tax 
the chain stores according to population in the 
various cities, Well, it is a lesson that was 
taken from Portland, Oregon, when they wanted the 
chain stores to give the municipalities more money, 
and they taxed the chain stores according to the 
population of the city, 

Thus, one chain store paid the tax, the 
same as the first independent merchant's store, 
Then the next store -- well, he had the power and 
he had a monopoly on the money, so he built another 
large structure to entice the public into the store, 


He was taxed accordingly at a higher figure. 
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MR, GERIN-IAJOIE: Do you mean that each 
individual store of a chain should be taxed as an 
independent store? 

MR. PALMER: 08 I mean that the first 
one should be taxed as an independent store and 
that the next one should be taxed an increased tax, 
and the third one should be increased in taxation, 
again, 

MR. GERIN-IAJOIE: And you make this 
Suggestion just because they have more money? 

MR. PALMER; No, not only because they 
have more as ie but because they derive more 
profit from the kind of business that they do, 

MR. GERIN-IAJOIE: But if they do derive 
more profit, I suppose there is a tax on those 
ree ited the corporation tax, as well as the tax 
on individuals; so they would be paying more money 
to the government just the same? 

MR, PALMER: To a sey yes. Your point 
is well taken with respect to hidden taxes. The 
small, independent merchant does not see those, 

MR. GERIN-IAJOIE: Do you suggest, there- 
fore, that they should pay a special tax? 

MR. PALMER: On account of the large 
monopolies being able to build these massive 
structures and go into the field and kill the small 
man in business 38 just as the MacQuarrie report 
said, 

MR. GERIN-IAJOIE: Does this mean that 


you propose to put a tax on capital, just because 
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they have money and power? Do you suggest that 
they should be apes and that this would mean a 
tax on capital? 

MR. PALMER: Capital, according to their 
structure, where the independent merchant is not 
able to do that. 

MR. GERIN-IAJOIE: By that way of doing 
Weaneeny where they are building large structures 
and giving lower prices to the public, do you not 
think that is for the benefit of the public gener- 
ally, and that there should be no reason to tax 
enterprise = that is, tax it specially s. when it 
is rendering a service for the benefit of the 
public? 

MR. PALMER: Private enterprise, yes. 

MR. GERIN-IAJOIR: Do you mean they should 
pe taxed specially? | 

MR. PALMER: Not private enterprise. But 
when you are dealing with monopolies or cartels you 
are not dealing with private enterprise. We want 
to keep private enterprise alive. But by the large 
monopolies creating all these massive structures, 
if they are allowed to continue the small man ne 
just as the MacQuarrie report said “ will be out, 

MR. GERIN-LAJOIE: How would you describe 
them, if you do not call them private enterprise? 

MR. PAIMER: Private enterprise = well, 
private enterprise would be a man like myself, with 
one small cubbyhole or a little EwOeDat storey 


struggling along, trying to get on in business, 
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That is what we really describe as private enter- 
prise. But a man with two or three chain stores 
-- well, you would not describe him as private 
enterprise, 

MR. GERIN-LAJOIE: It is common to 
refer to private and to public enterprise as being 
different procedures. What you mean by private 
enterprise is a small business? 

MR. PALMER: Yes, a small business, like 
myself, 

MR. GERIN-IAJOIE: Now, this tax you 
propose, would it have a growing rate, if I may 
say so, with each additional store in the chain? 
Would the rate be higher on the third than on the 
second? 

MR, PALMER: Yes, 

MR. GERIN-IAJOIE: And higher on the 
fourth than on the third? 

MR. PALMER: yes, 

MR. GERIN-LAJOIE: And how would it work 
in proportion to the population? You are referring 
to the population of a a ag suppose. 

MR. PALMER: Yes, 

MR. GERIN-IAJOIE: And how could it be 
proportioned to the population of the city, and 
grow according to the number of stores in the 
chain? 

MR. PALMER: Well, you have to take 
events as you find them, In dealing with popu- 
lation of cities we know that in t ria, British 
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Columbia, it has increased from 65,000 in eight 
years to a population of 128,000, 

Now, since the increase in population 
has come to Victoria we have noticed that these 
large structures 2re more and more in demand, 
Naturally, they have appeared, because the little 
man cannot cope with this. But if the little man 
was allowed some privileges from the government to 
build on a lend-lease pages build structures and 
operate just. as these people do, he could do it. 

MR, GERIN-LAJOIE: I think you are eas 
ing with a different point. I am asking if you 
are proposing that the tax should be higher se 
that the rate of the tax should be higher -- when 
the number of stores is higher, The rate would be 
higher for the tenth store than it would be for 
the fifth, is that scorrect? 

MR. PALMER: eee that is my motive in 
putting that in the brief. 

MR. GERIN-LAJOIE; Ada, apart from that, 
it would grow with the population? 

‘MR. PALMER: Yes; the more stores they 
puild and the larger the pened caus the more tax 
would be applied. 

THE CHAIRMAN: I think, Mr, Gerin-Lajoie 
that we have Mr, Palmer's idea before us, There 
are certain complications which I think you have 
in mind and which might make it more difficult. 
For aus thness one chain store might build one, two, 


three or four very large stores, whereas another 
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might build ten or fifteen comparatively small 
ones. ee the three or four very large ones 
might do a great deal more business than the ten 
or fifteen smaller ones, So that the taxation 
would not, I suggest, work out very well if it was 
strictly on the basis of the number of stores, 

MR. PALMER: No, but I think you can see 
my plan, 

THE CHAIRMAN; roe we have the idea you 
have in mind, 

MR, PALMER: It is not to discriminate or 
hurt anybody with taxation. Because, we,the inde= 
pendent merchants, or anybody sitting here, are 
taxed enough now as it is. But that is not your 
business; it is a provincial mtter, 

MR, GERIN-LAJOIE: If you propose to tax 
in the same way local chains and national chains - 
do you propose to tax them in the same way? 

MR. PALMER: I am only interested in the 
one city where I am residing. I have no part in 
other parts of the province -~ or national, 

MR, GERIN-IAJOIE: But let us suppose that 
in your city you have a national chain and that you 
also have a local chain, each of which is operating 
ten stores in your region, In one case ten stores 
are those of the national chain --- 

MR. PALMER: Yes. 

MR, GERIN-LAJOIE: aun having one hundred 
stores. Do you have in mind taxing both in the 


same way? 
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MR. PALMER: Yes, there would be no 
discrimination, If they are both ten stores you 
would have to figure on their business assessment 
which is set by the municipal head, He would have 
to be the deciding factor on that, 

MR. GERIN-IAJOIR: Looking at the first 
paragraph in your brief which refers to cigar- 
ettes, may I ask what you have in mind when you 
refer to a reasonable profit on cigarettes to be 
able to meet overhead expenses? 

MR, PALMER; Well, we will come to your 
question immediately and cut it off BOP Use aell Vou 
were selling cigarettes alone ina store today and 
selling them at the prices I have here in my brief 
you could not make a living. You would have to 
FOLOUUD. If we did not have groceries and side- 
lines of other commodities we could not do 0 he 

And there are dozens of small stores 
in Victoria, as there are reeuers. that are sell- 
ing cigarettes and magazines and little knick- 
knacks, and they have made a fair profit th SO as 
to be able to live without hurting their living 
habits, And in their social life they have been 
able to deal quite openly and quite nice and 
quite plainly. But when you have to keep stride 
with the monopolies and the cartels which we 
have, you cannot make a living on that kind of 
profit. 

MR. GERIN-IAJOIE: Do you mean that the 


chain stores selling cigarettes have a markup or 
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profit which is lower than their overhead on cig- 
arettes? 

MR, PALMER: Well,now, you are dealing 
with a subject that I have not gone into because 
I do not have access to the chains or to Safeway 
or to any other invoices, I have access only to 
my own invoices, But, when you take a chain, 
they are trying to sell a carton of cigarettes at 
$2.95. Well, a person who buys a carton of cig- 
arettes has quite a number left over and he has 
enough to do him for quite a while, He might be 
going to the chain store to buy his cigarettes 
and then go into the independent store to get his 
milk and bread, Do you see what I am getting at? 

R,. GERIN-IAJOIE: ens but my question 
is this; do you suggest that the markup on 
cigarettes in general, in a chain store, is lower 
than it should be on a normal business basis? 
Because I have in mind information collected by 
the Director of Investigation and Research and 
as set out in his green book at pages 219 and 
232 referring to the situation in Vancouver par- 
ticularly. And, apparently, according to the 
information collected the markup on cigarettes by 
chain stores would be about 7 per cent, on the 
retail side. alone. 

MR. PALMER; Yes, 

MR. GERIN-IAJOIE: An additional 2 per 
cent is calculated for the wholesale side of the 


chain stores. That is, apparently, a higher 
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markup than the chain stores have on many other 
articles, 

MR. PALMER: Quite true. But cigarettes 
are always in demand and always fast moving; and 
if the manufacturers and the government do not 
work in harmony the government will lose a lot of 
its profit on cigarettes because where you have 
the independent stores operating you have a vastly 
greater number of them than you have the chain 
stores, 

MR, GERIN-IAJOIE: ees Mr. Palmer, but 
do you suggest that cigarettes are sold as a loss 
leader in chain stores? 

MR. PALMER: Yes, 

MR. GERIN-IAJOIE: Do you mean they do 
not make enough money on the gale of cigarettes to 
cover their overhead expenses in that field? 

MR. PAIMER: Not if they are selling ceo 
arettes alone, no, 

MR. GERIN-IAJOIE: Of course not; but do 
you suggest that the overhead of a store selling 
many items is not lower on every item, every indiv- 
idual item, than it would be if you had only one 
item in that store? 

MR. PALMER: Your point is well taken on 
the basis of protecting the price of cigarettes, 

We like to see cigarettes like they were in the old 
Sao, at the time when I born S3 and I was only 
knee-high to a grasshopper a five cents a package. 


However, at the present time, with present day 
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living conditions, they cannot do that because of 
the price of labour, The price of labour today 
has to be looked at and keenly met. But the manu- 
facturers, when they are meeting price for price, 
cannot use cigarettes for a come-on or a boot- 
around, if they want to make a livinghood, 

MR, GERIN-IAJOIE: Mr, Palmer, if cigar- 
ettes can be sold cheaper in a certain type of 
store, cheaper for the consumer, without any loss 
to the retailer, do you think there should be any 
curtailment of that policy or practice? 

MR, PALMER: Well, that is only in your 
Opinion, You are asking me that question, 

MR. GERIN-IAJOIE: That is the question 
am putting to you, 

THE CHAIRMAN; Mr, Painer, two or three 
times you have said that Mr, erinalatole ts point 
has been well taken, So far as the Commission is 
concerned, Mr. Gerin-Lajoie is not making any 
points; he is just asking you questions and asking 
you to give your opinion, 

MR. PALMER: Well, my opinion is this, 
that cigarettes --if you want me to put the onus 
right on it -- cigarettes should be priced so that 
there would be no cut-pricing on them, 

MR. GERIN-IAJOIE: Cut pricing ae on 
what prices? 

MR. PALMER: On cigarettes, 

MR. GERIN-LAJOIE: How will it be fixed 


or determined whether they are cut or not, 
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MR. PALMER: That would be dealt with 
by the manufacturer and the government, because 
the manufacturer is paying out to manufacture 
those cigarettes, They would have to give some 
consideration to what price should be stamped on 
them, 

MR. GERIN-IAJOIE: Mr. Palmer, I am 
taking this as a background, that there is at 
present a law against price maintenance by the 
wholesaler or the manufacturer, Now, the Com- 
mission is trying to find out, according to its 
mandate, whether there are practices, since the 
changing of the law particularly -- but not 
exclusively -- which are not for the benefit of 
the public, particularly in connection with loss 
leaders, whether they are not beneficial, 

I am just trying to find out what you 
have in mind when you say that Cigarettes should 
not be sold at a cut price, What do you mean by 
a cut price? At the present ee you see, there 
are no prices fixed at retail on cigarettes, 

MR. PALMER: By various prices, When a 
commodity is set at various prices today, which is 
against the anti-price fixing law as set by the 
government in 1951, then naturally everybody has 
the right to cut prices, according to the way they 
desire. 

MR, GERIN-IAJOIE: Do you mean to fix 
prices as they wish to fix them? 


MR, PALMER: Yes, but we do harm to the 
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other merchants, 

MR. GERIN-IAJOIE: Is that not the prac- 
tice in almost every field? And it has been the 
practice before the present law, also, in many 
Fields. 

MR. PALMER; Yea! before 1951 cigarettes 
were never cut. Cigarettes were offered at one 
level right across Canada, 

MR. GERIN-IAJOIE: But there were varying 
prices in different fields. For instance, if you 
bought an overcoat you would not be sure that it 
would be the same price in one store as in another 
store? 

MR. PALMER: Yes, but you would be getting 
a different quality, 

MR. GERIN-IAJOIE: Possibly, but there 
was no price maintenance on quite a number of items. 

MR. PALMER: That is right. I can see 
your point, 

MR. GERIN-IAJOIE: I am asking why there 
should be price fixing on cigarettes when you would 
not have it on other items, 

MR. PAIMER: To protect the merchant who 
is only selling cigarettes, when he has nothing 
else for a livinghood, 

MR. GERIN-IAJOIE: I see your point, and 
I do not wish to appear inhuman so far as the 
seller of cigarettes is concerned, But do you 
think it is for the benefit of Canada generally 
that the price should be fixed to protect the 
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cigarette retailer? 

MR. PALMER: Yes, I do, 

MR. GERIN-LAJOIE: Can you explain why, 
if in doing that you have a higher price for the 
consumer? You see, we have certain facts to recon- 
cile; we must look after the interests of everyone 
so far as possible; and that is why I am taking 
this position with you. I am not just asking 
questions from the other point of view. 

MR, PALMER: All right. I am only human, 
The fact remains that cigarettes, as I have just 
said, are sold by some merchants only os along with 
magazines and small items. If those merchants 
could not get a reasonable profit - let us say a 
merchant of that kind should make 4 cents a package, 
on a package of cigarettes, which is not asking too 
much, If you wish to smoke a cigarette, why should 
you not be able to pay 4 cents for his livinghood? 
We all here are striving for the almighty dollar 
and our livinghood, 

Why should not the poor merchant who is 
striving for his livinghood make at least 4 cents 
a package on cigarettes? If the government in 
power takes away that livinghood and gives cigar- 
ettes a aictnaeecuunas then naturally it is the 
poor merchant who will suffer. I maintain that a 
man should be able to make 4 cents a package on 
cigarettes, and nobody should have the right to cut 
his livinghood away from him and cut that down to 


2 cents a package. That is my personal opinion 
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which you have asked me for, 

THE CHAIRMAN; Then, My. shadme uw, i.) take 
it that in your view when cigarettes are at about 
their present cost price to the aeoeas a fair 
margin of profit for him would be 4 cents on a 
package of twenty; is that correct? 

MR. PALMER: Yes, 

THE CHAIRMAN: And that would be a reas- 
onable profit? 

MR. PALMER: cen a reasonable profit 
for a merchant, 

THE CHAIRMAN: And that less than 4 cents 
would be unreasonable? 

MR. PALMER: It would be unreasonable, 
yes, 

THE CHAIRMAN; And more than that would be 
perhaps unreasonable, too; is that right? 

MR. PALMER: Yes, that is right. 

MR. GERIN-IAJOIE: Then, Mr, Palmer, I 
would like to have something straightened out, I 
am not sure if I understand correctly what is said 
on the second page of your brief, You will 
correct me if I am wrong. I understand that a 
farmer selling milk for consumption may be paid 
two different prices -- $6,10 on the first lot 
and then only $2.70 on the second lot of 400 
pounds ? 

MR. PALMER: That is right. 

MR, GERIN-IAJOIE: You are sure about 


that, are you? 
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MR. PALMER: I could not swear to it on 
the Bible, or in court, because I could not obtain 
any concrete evidence, I tried my best to do it, 
to get some farmers to take a stand,and to stand 
beside me, and to quote what they were receiving, 
and how much; but none of them would, 

THE CHAIRMAN: Mr, petneer perhaps we 
can get fairly close to it, From what is stated 
in your brief I would assume that the practice 
among the dairies here is much the Same as it is 
in some other places, where each farmer who sup- 
Plies milk to them is placed on a quota, 

MR. PALMER: Yes, 

THE CHAIRMAN: And that up to that 
amount, of that dtiota } the farmer will get a certain 
price? 

MR. PALMER: Yes, 

THE CHAIRMAN: He must Supply that quota, 
though, or he is in difficulty with his renewal of 
his contract in the next year? 

MR. PALMER: That is right, 

THE CHAIRMAN; Normally, therefore, he has 
some extra milk -- at least during most of the year -- 
in order to be certain that he will be able to 
supply his quota, So that he usually supplies more 
than his quota, and delivers more than his quota; 
and on that surplus amount over the quota he gets 
2 substantially lower price than he does for the 
amount up to the quota; is that correct? 


MR. PALMER: That is correct, yes, Of 






ee 
ao st: ean Sem 
pennies “90m es 
onats of bns,baste 9 ole? od etude . 
cnienerasncsilbiul ‘Serie stoup ov ans ,om ebtaod 
| » bLvow urexdt 40 ecos ted (town wor bas 
ow sane, samiet .ai  WAMET AS 

‘pedete at drole mor .ah of oeeko yLalat You a0 
settoer oft Jedd emmes binow I telud moymt 
ot tt Be site sat! fom et sted eokekab odd pions 
cine oats pene, jiase eroriw  BeoBLa” wanto: emoe at 
aie. -eoutp # He bsorig at mackt Ot wla sekic 

| iy | le aay “)RERLAP AM 

| ek G2 qa Vane bird 1 MAMA AHO Kt 
fteduso s don tliw tormrat sat .adoup jad? Yo .deoms 
feoluq 

Moun dai. a ibatiiie Seren sa 1 HAMiA AD mar 
ty faware: etl die ca twOLYUEe wt aL sh to esguedd 
onace owen edd mf doentnes ett 

“sata et dee <eae ,AM 

eat orf etoveeede® ages servo, +WéMAL AHO THD 









u=— teay et To eon gana deiB9L $2 -- fifa atdno ques 
ot oLds ont. Litw wt ‘ents aiataeo ed of tebyo at 

orem aotiqgue yliavay ad decks o& ,stovp ald yieqva 
padoxp als fod ovom avevileh bas Yedoup eid. oads 
aveg oz stow Sd tow iewoue eviqeve Jait go das 

att 20% aeob if madd soley tewol vileidoadedda 6 
‘fdoermos ted ef ,sdoup edd oF gu Janome 

40  .ney .dosatoo et teal = 1ASMIAT LAM | 











~- 2515 - Mr, Palmer 


course, that lower priced milk he has there is 
extra fluid milk that is supposed to go into ice 
cream, and other manufactured products of the 
dairy industry, But I am not well versed on that, 
because I could not obtain absolutely correct or 
definite information so as to answer questions 
sensibly or honestly. But these are only a 
tations on these prices of milk, I have tried to 
get the independent merchants 2 cents a quart, and 
to this date I have failed, 

I have appealed to the provincial cab- 
inet. I appeared before the milk board and we 
were promised that we would get the same concession 
as Vancouver on milk, but to date I have not been 
able to do a thing. When I call the dairy -- When 
are we going to get our 2 cents a Bae they just 
say, "The war is still on. There is no concession 
given on milk." 

We ‘sell our sere and we suggest that 
we should charge 25 cents a quart, But then if 
we charged 25 cents a quart in our stores ea bingo 
# Safeway would open their dairy plant and they 
would take the cream of the crop again, and that 
would just be another leader for them, 

MR. GERIN-IAJOIE: Do I understand that 
in the province of British Columbia there is a 
provincial milk board fixing the price of milk? 

MR. PALMER: Yes. 

MR. GERIN-IAJOIE: So that, having that 


in mind, do you suggest that retail price 
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maintenance would better your present situation, 
so far as you are concerned? 

MR. PALMER: Well, a price maintained 
on milk all around would be a better deal, provid- 
ing we can show an ample profit for the handling 
of that milk. 

MR. GERIN-IAJOIE: But, for instance, if 
the present federal law were abolished, and we 
were to return to the situation as it was before 
Desenver: 1951 you would still have a provincial 
poard fixing the price of milk? 

MR. PALMER: Yes, 

MR. GERIN-IAJOIE: I wonder if you have 
any particular reason for referring a 

MR, WHITELEY: Just a moment; does the 
provincial board fix the milk price at all levels? 

MR. PALMER: In British Columbia, yes. 

MR. WHITELEY: Does it fix the retail 
price as well? 

MR. PAIMER: Nobody fixes the retail 
price today, You could sell at 24 or 25 or 26 
cents a quart. But they are distributing milk 
to the door at 24 cents. If we were to increase 
our fluid milk price in the pores for the woman 
coming into our store, we would stop her from 
coming in, 

THE CHAIRMAN: When you speak of the 
government board fixing the Sates, that statement 
relates only to the price paid the farmer? 


MR. PALMER: That is right. 
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THE CHAIRMAN: And from there on there 
is free competition, so far as the government is 
concerned? 

MR. PALMER: ee So far as the govern- 
ment is concerned, 

MR, GERIN-IAJOIE: I wonder if you have 
anything more in mind when, at page 2 of your 
brief, you refer to Ontario law as well as British 
Columbia law? 

MR. PALMER: Yes; according to the Crown 
law, in Toronto in 1937 they did have a similar law 
as British Columbia has here, But I am not quite 
sure of their percentage, 

MR. GERIN-IAJOIE: That would not affect 
the situation in British Columbia, would it? 

MR. PALMER: No, but it is a similar law. 

MR. GERIN-IAJOIE: It is just for the pur- 
pose of comparison that you have mentioned it here? 

MR. PALMER: Yes, 

MR. GERIN-LAJOIE; Now. I wonder if there 
is a small misunderstanding at page 2 of.your brief. 
You mention this oe "As the MacQuarrie committee 
stated, large chain stores will eventually push the 
small] man out." If I look at page 60 of the 
MacQuarrie report, the top paragraph: "Without 
resale price maintenance it is contended large 
stores enjoying these advantages would expand" -- 
and so on, That is what you have in mind, I 
suppose? 


MR. PALMER: That is one of the points. ~ 
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But, taking the first part of the booklet given 
out by the Restrictive Trade Practices Commission 
the first section, referring to the MacQuarrie 
report, they say: 
In recommending the prohibition of resale 
price maintenance the MacQuarrie committee 
referred in the following terms to "loss 
leader" selling: 
"As to the ‘loss leader! device, the 
committee believes that it is a mon- 
opolistic practice which does not 
promote general welfare and therefore 
consicers that it is not compatible 
with the public interest, However, 
we do not believe that it represents 
any immediate danger: extreme forms 
of price cutting are not very likely 
in this period of inflation and ie 
tive scarcity, Moreover, we are gon. 
vinced that there can be found other 
effective and more desirable methods 
of controlling the 'loss leader! than 
minimum resale price maintenance, 
Present circumstances afford time to 
make a careful study of such methods 
and the committee, therefore, does not 
think it imperative to make an 
immediate and hasty recommendation 
regarding that practice," 


Then it goes on to say that the big stores would 
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become larger and would expand, 

MR. GERIN-IAJOTR: Is that not in the 
first paragraph on page 3? 

MR. PALMER: Yes, It says: 

Without resale price maintenance, it is 
contended large stores enjoying these 
advantages would expand, whilst the small 
retailer must be gradually forced out of 
business, 

And that is true, 

MR, GERIN-IAJOIE: But that is not the 
view of the MacQuarrie committee. It was contend- 
ed before the committee, apparently. 

MR. PALMER: Yes. 

MR. GERIN-IAJOIE: The committee does not 
say it is its own view. 

MR. PALMER: Yet , it is being done, If 
you go into any province in Canada you will see 
small stores with padlocks on their doors and signs 
reading "For sale" a due to the large monopolies, 

MR, GERIN-IAJOIE: That is your view, 
anyway. 

MR, PALMER: That is right, 

MR. GERIN-IAJOIE: That is quite all 
rignes Then, regarding ice ersams at page 2 of 
your briee: you mention that the large chain 
stores receive a bonus on their sales at the end of 
each month, Is it a bonus on account of the large 
number of sales? 


MR, PALMER: Yes, that is right, 
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MR, GERIN-IAJOIE; Do you think there 
is anything wrong with such a practice? 

MR. PALMER; well, I don't think there 
is anything good in such a practice, The fact 
remains, as I have said aes and you have questioned 
me on these monopolies -- it brings in the point 
that they are able to buy these large reirigerating 
units, 

Then, the ice cream manufacturer -- well, 
naturally he wants to dispose of that in order to 
be able to pay the farmer for his surplus milk. 

It all comes back to the beginning is ANC nt ks 
a long Seon, I can tell you, We could drag it 

out for hope, Sosa we are not going to do, 

because some of you are getting hungry, 

But the fact remains that these monop- 
Olies do sell these various kinds of ice cream, 
They manufacture a brick of ice cream called a 
select brand, That brick of ice cream called 
select brand is not the same quality as the other 
brick of ice cream that we sell for 30 cents, 

MR, GERIN-LAJOIE: Are you sure about 
that, Mr. Palmer? 

MR. PALMER: I am positive about it, 
because it has not got the same weight -~- although 
it has the same butterfat content. I have had them 
both analized and they are both the Same in texture, 
So far as butterfat is concerned, and so on. But 
the weight is not the same, 


MR. GERIN-IAJOIE: Are they not the same 
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size? 

MR. PALMER: The same size, but the 
weight is not in them, Therefore they are not of 
the same quality. 

That is why we asked ina letter to the 
provincial cabinet to have this ice cream graded, 
at one time, But we were defeated on that point, 
that the ice cream, as a whole, contained the same 
amount of butterfat, Bowever) the ice cream they 
sell at 25 cents, which is called "select", and 
is offered for sale in the B & K Stores ~- you 
could not buy it, That is not made for me, It 
is made for the B & K Stores, Iam just showing 
you the squeeze play that is put on us, 

THE CHAIRMAN: Do you mean that that 
particular grade of ice cream, which you say is 
called "select", is sold only by B & K Stores, 
and is sold at a lower price than the -- I think 
you meant -- better grade, which is sold by 
you? 

MR. PAIMER: It is sold to the B & K 
Stores at the same price, according to their 
thycuecs $2.88 per dozen, But that is the one 
they sell at 24 cents or 25 cents a brick, That 
is the one they are really selling, and making the 
equivalent in a rebate on their return at the end 
of the month, That fills their volume UD. 

THE CHAIRMAN: But it works out to the 
same thing in the end, At the end of the month 


they are getting it at a lower price than you get 
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the bricks you buy. 

MR, PALMER: They get it at the same 
price, according to the invoices, 

THE CHAIRMAN: But, at the end of the 
month, the net result is that they pay less, 

MR. PALMER: Yes, they pay less. 

THE CHAIRMAN: Has that any relation to 
the quality of the ice cream? 

MR. PALMER: It does not weigh as much, 
But it has the same content of putterfat, 

THE CHAIRMAN: There are different 
things besides butterfat in ice cream, Is it your 
contention that this select brand is somewhat in- 
ferior to the ice cream you buy? 

MR. PALMER: I would say e yes. 

THE CHAIRMAN: Then, would you not think 
there might be some justification for having a lower 
price? 

MR. PALMER: Well, taking it at that, yes. 
But when you are selling edibles to the housewife, 
she wants the very best for the very least. And 
when you are selling something at a lower price than 
the small individual merchant, you are dubious about 
the quality of it. 

MR. GERIN-IAJOIE: I wonder if you would 
think there is also another reason for giving a 
bonus, as you call it, at the end of the month -- 
and that would be a lower cost of distribution, 
having the stores buying in large quantities. Of 


course the cost of distribution by the wholesaler 
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or the manufacturer is lower, I would imagine? 

MR. PAIMER: I would imagine so, yes. 
But these massive structures entice the public 
in there; and naturally, they buy. If we had 
these massive structures we could entice them ani, 
eee Just the same as Steinberg did in 1925. He 
gave a pound of butter away with every $5 order, 
That built the Steinberg business up. 

MR. GERIN-LAJOIE: We are not dealing 
with the practice of real loss leadering, We are 
just dealing. apparently, -- if I understand 
correctly se with lower prices, That is all, 
And the question I am putting to you is whether 
these lower prices are not justified by lower 
costs of distribution, 

MR. PALMER: Could be. I could go 
into that point, 

MR. GERIN-IAJOIE: Do you not think that 
would be to the advantage of the consumer? Once 
again, if there is a lower cost of distribution, 
then there is a correspondingly lower cost of 
retailing. . 

MR. PALMER: Well, it could help the 
consumer to get merchandise cheaper, yes, by a 
larger amount being put in one centre, 

MR, GERIN-IAJOIE: I wonder if you are 
aware that in certain parts of Canada independent 
retailers have joined together in a co-operative 
fashion to buy wholesale, and to get lower prices, 


Such as the chains get from the manufacturers, I 
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am wondering whether you think that might be a 
remedy for the situation exposed and complained 
about in your brief. 

MR. PALMER: Yes, if -- you see, the 
present situation dealing with wholesalers in this 
particular city of ours is that they own their own 
outlets, Well, they sell to the independent nee 
chants whether they are a group or whether they are 
independents, but the greater is their volume they 
are turning out, 

I have this to quote, that our percent- 
age of markup from some of these dealers, whether 
group or individual -- we are paying approximately 
3 per cent -- 3 to 7 per cent profit to them on 
that merchandise, Now, if they put that same mer- 
chandise they are selling to us into their main 
outlets, it would be more to them, Even if they 
put it in at 13 per cent over their cost, and sell 
it to the consumer at a cut YS naturally they 
are not interested in supplying as faeepend.. 
ents, at 13 per cent, 

MR. GERIN-LAJOIE: If you were to join 
together as independents and were to buy together --- 

MR. PALMER: In one quantity? 

MR. GERIN-IAJOIE: Yes, and not from these 
Suppliers, but from other suppliers in, shall we say, 
continental Canada --- 

MR. PALMER: Well, that is a good point, 
But, without capital or a man of ability to take a 


large warehouse in a proper manner and adjust the 
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dues in this organization of Ta which is in 
its infancy, we would not have the pleasure of 
buying in those quantities, as you have des- 
cribed, What is the answer? To be able to 
defeat the monopoly a the chain store, that is 
the answer -- by the independent merchant merg- 
ing in one group and buying in one block, And 
maybe they would have to make the same charge 
against us ie, ey is a day I would like to 
see, 

THE CHAIRMAN: Do you mean you want to 
be charged in court? 

MR. PALMER: If it were on the same 
terms as they are, yes, it would be a pleasure, 

MR. GERIN-IAJOIE: What do you have in 
mind when, at page 3 of your brief you mention 
that the chain stores are "supposed to keep to a 
maintained price level" on Miracle Whip? 

MR. PALMER: Well, in all commodities _ 
and we have many of them in our business, we have 
many classes of articles in connection with which 
we keep to a gentleman's agreement; and Miracle 
Whip was one of them, We all did sell it at the 
same price, 

MR. GERIN-IAJOIE: What do you mean by 
a "pentleman's agreement"; was there any --- 

MR. PALMER: There are some gentlemen in 
the business, 

MR. GERIN-IAJOIE: But are there any 


agreements? 
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MR. PALMER: Ina verbal category, yes, 
but not written, There are no written agree- 
ments, but there are still some gentlemen left. 

MR. GERIN-LAJOIE: You have had refer- 
ence to the 5 per cent minimum profit; since the 
new legislation of a few years ago, is it not 
true that no one is supposed to keep to a pares 
tained price level? 

MR. PALMER: yen nobody is supposed to, 
that is right. 

THE CHAIRMAN: So that when you say they 
are supposed to keep to a maintained price level, 
that is just a figure of speech, 

MR. PALMER: Yes, a figure of speech, as 
a gentleman, yes. 

MR, GERIN-IAJOIE: You had reference to 
the British Columbia provincial statute imposing 
a minimum 5 per cent profit on any commodities -- 
food commodities? 

MR. PALMER: Yes. 

MR, GERIN-IAJOIE: Did I understand you 
to complain that = or to say on that this minimum 
profit was not followed by every retailer? 

MR. PALMER: That is right, 

MR. GERIN-IAJOIE: I wonder if you do not 
think that there would be ways of enforcing such a 
provincial Boars enforcing it provincially, and 
that that is a quite independent matter from this 
inquiry that is going on now? 

MR. PALMER: ee it could be done. But 
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you see, the little independent merchant has not 
the time, His business calls for him to be ohere , 
unless he is stricken ill, To follow all these 
loss leaders on the provincial cabinet minimum 
loss, as in chapter 219 -- if you were to® that, 
his time would be all taken up in court. Because 
every day one or two of them crop up, you see. 

It would be folly for us to do that with 
the provincial cabinet, because the present pro- 
vincial cabinet in this province today has its 
hands tied with so many difficulties in coming 
into power, 

MR. GERIN-IAJOIE:1 understand this stat- 
ute has been in force for several years. 

MR, PALMER: Yes, but it has been amended 
time and again, I see three amendments to it -- 
1937, 1939 and 1940, But the fact remains that we 
are dealing with a different body. We have tried 
to work on a different percentage on milk, with the 
provincial government, and have had no help from 
them, If we were to take up these loss commodities 
we would be getting the same thing, again re the 
gate. I am only giving my innocent point of view 
99 base I 

MR, GERIN-LAJOIE: Now, I have had the 
opportunity to look at the additional sheet of 
information you handed the Commission this morning. 
You mentioned some articles Sa nemelion peaches, 
rhubarb 1: Bul ine in the Safeway Stores at a price 


to the consumer which is about the same as the 
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cost price of the independent merchant, Is it 
not possible that in a number of these cases an 
watermelon, peaches and rhubarb i that they are 
perishable renee and that there would be justi- 
fication for, if I may say a3, giving them away 
or selling them at cost price? 

MR. PAIMER: That is true. You have hit 
the hammer right on the head, with the nail, You 
have killed the whole discussion right bAdhes in 
a nutshell, That is the excuse; that is the alibi. 

MR. GERIN-IAJOIE: My question is this: 
is there not justification for it? 

MR. PALMER: Yes, there is. You have 
covered the whole thing very nicely. There is 
justification, If I have sees oe! there is jus- 
tification to give it away at cost. 

MR. GERIN-IAJOIE: Or if they have per- 
ishable items? 

MR. PALMER: Yes, absolutely. It happens 
all the time, 

MR. GERIN-IAJOIE: And I suppose the 
independent merchants would do just the same thing 
in many cases, 

MR. PALMER: fate they would, But when 
you come to buying a commodity, when people are 
giving it away regardless of whether it is spoil- 
able or not, it hurts. 

THE CHAIRMAN: You do not happen to know 
whether in this case the watermelon and rhubarb 


were spoiling? 
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MR. PALMER: No, we do not, We only 
take the ads, We buy the same day as the ad comes 
out, and we say, "Oh a Safeway is selling water- 
melon at five and we are paying five; oh glory be"; 
and we are up in arms and our telephones are ring- 
ing and we are trying to raise neta? but we can't 
because we do not have the backing, 

THE CHAIRMAN: Your answer to Mr. Gerin- 
Lajoie meant this, that if perishable goods were 
in a condition where they had to be sold quickly 
or they would deteriorate to the point where they 
could not be sold, then you would be justified in 
acting, But in this case you do not know whether 
that situation existed or not, 

MR. PALMER: No, we do not know. Nobody 
could answer that question honorably. 

MR. GERIN-IAJOIE: That is all Iwish to 
ask, 

THE CHAIRMAN: Mr, aro I am not cer- 
tain if you have told us as clearly as you can 
Just what you mean by a loss leader, In your 
brief, in two or three places, you refer to things 
as being loss leaders, I am not sure whether you 
mean that the price at which they are being sold, 
that oe, the goods referred to in those instances, 
are below the price at which the independent 
retailer can compete, profitably, Oy whe thier they 
are actual loss leaders in the chain stores selling 
them. Are they selling them at a loss? Which is 
it? 
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MR, PALMER: If you take item No. 4, 
eggs, those cartons cost us approximately 24 
cents each to put them in cartons. If you take 
23 cents on top of 49 cents a dozen for eaaey you 
have definitely a loss leader, 

THE CHAIRMAN; What I am getting at is 
this, do you know for instance what the chain 
stores paid for eggs at that time? 

MR. PALMER: No, you cannot get that 
information, 

THE CHAIRMAN: Well, you are not able to 
tell whether the chain stores in that instance, with 
regard to eggs, were actually selling at a aren 
themselves? 

MR. PALMER: No, nobody could tell you that, 

THE CHAIRMAN: But your contention is that 
the price at which they were selling would mean that 
you could not sell in commestteeaat’ without selling 
at a loss? 

MR. PALMER: That is right. 

THE CHAIRMAN: It forced you to sell ata 
loss, if you were going to compete? 

MR. PALMER: Yes, 

THE CHAIRMAN: But you are not able to say 
whether the chain stores were actually making some 
profit at that price? 

MR. PALMER: No, I did not go and ask them 
for invoices to confirm my brief, 

THE CHAIRMAN: Then, it may well amount to 


this, in some of these instances to which you refer, 
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that the lower price at which chain stores were 
able to buy enables them to sell at a lower price 
than you could sell, and still perhaps make a 
profit. If that is so, then the Minimum Loss ok 
which you have, would not be any protection to the 
independent dealer, would it? 

MR. PALMER: No, it would not, 

THE CHAIRMAN: In cases of that kind, 

MR. PALMER: That is right, it would not. 

THE CHAIRMAN: Because if they had their 
5 per cent profit the Act would not be applied 
against them, 

MR. PALMER: That is right. 

THE CHAIRMAN: Even though it hurt you 
just as much as if they were selling at a loss? 

MR. PALMER: Yes. But on that date it 
was submitted to the Restrictive Trade Practices 
Commission -- a leaflet was submitted showing the 
market price of eggs on that date. The poultry 
inspector puts that in the paper in the morning 
and we are guided by that, And that is what the 
dairies or the suppliers of eggs charge us for 
our eggs. They get that from the paper every day. 
And we would assume that the chain stores would be 
guided by the same policy in force and that they 
would be guided by that price, 

But, according to the information we 
have -- and don't quote me on this “4 they get eggs 
from other sources than that paper quotes. And 


they bring a carload in, on their own hook, Well 
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then, that does not come under — 

THE CHAIRMAN: There is nothing illegal 
about that, is there? 

MR, PALMER: No, nothing illegal, accord- 
ing to my knowledge, But that is how they defeat 
the independent merchants, and there is no law 
against it, And until the independent merchants 
become in one phew as our learned scholar stated, 
one group, we are harnessed, 

THE CHAIRMAN: Thank you, Mr. Palmer. 

Do any of the others wish to say anything as a 
result of what has been said by Mr, Palmer? 

MR. WHITNEY: I believe that Mr. Palmer 
has covered it pretty well. But I would like to 
say we are not operating under a free enterprise 
cee as [I understand it. Perhaps at one time we 
did have free enterprise, But the man with a lot 
of capital behind him definitely has the advantage. 
it is very difficult for the small man, with little 
capital, to operate, sir, We are operating at a 
disadvantage, 

We buy at a disadvantage, There is no 
doubt about it that Safeway and B & K can show a 
profit on every item which is sold, even if it is 
sold below our wholesale price, That is what we 
are up against, J maintain the government will 
have to take action and even allow the manufact- 
urer to set a price on some commodities, especially 
commodities like cigarettes and tobacco. Because 


that is a big source of revenue to the government, 
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and perhaps there are more merchants in the 
tobacco field than any other field, and making a 
Living out cor ait, 

If you are going to force the little mam 
to the wall, then you are going to throw a lot of 
people out of business, It employs more people in 
business than any other business in the country. 
So I would like to see the price of cigarettes 
back on the package,and give us a fair price on 
them. 

THE CHAIRMAN: Do you apply right across 
the board in groceries, or only on cigarettes? 

MR, WHITNEY: I would not like to put it 
on all across the board, I maintain, especially 
in tobaccos and cigarettes, because I can go down 
to the liquor store here in Victoria and it would 
cost me just the same as it would in Esquimalt, 
Liquor is a big profit to the provincial govern- 
ment, and I believe cigarettes is a big profit for 
the federal government, 

THE CHAIRMAN: Liquor is handled by the 
government, is it not? That may be the differ- 
ence, 

MR. WHITNEY: Perhaps we will have to 
do the same thing with bi gereeees: then, 

THE CHAIRMAN: You would not call the 
liquor business private enteepeite in those cir- 
cumstances, would you? 

MR, WHITNEY: No it is not private 


enterprise, I believe the government gets a lot 
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more out of it than anybody else wes and the same 
applies to cigarettes, 

THE CHAIRMAN: I understand that in 
British Columbia it is a government monopoly, is 
it not -- the liquor business? 

MR. PALMER: I believe that tobacco and 
cigarettes must be a federal monopoly, then, 
because of the taxes they derive from it, It must 
De, 

THE CHAIRMAN: I am afraid it has not 
anything to do with the amount of taxing they get 
out of it. The question is whether it is a gov- 
ernment monopoly or private enterprise, and that 
depends upon whether the government handles it and 
sells it or whether individual businesses are buy- 
ing it and selling it and trying to make a profit 
out of it. I think there is a difference between 
liquor and these other things you have mentioned, 

MR, WHITNEY: Certainly there is a 
difference; but I am just referring to the amount 
of revenue involved, 

THE CHAIRMAN: You are concerned primar- 
ily with cigarettes and tobacco? 

MR. WHITNEY: Yes, 

THE CHAIRMAN: paces, if you applied it 
right across the board, and the big chaing and other 
composite stores were able to purchase all their 
supplies more cheaply than independent stores, and 
if you fixed the prices right across the board, you 


would force these people to make a lot more money -- 
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and I do not suppose that is your object. 

MR. WHITNEY: Perhaps taxation would 
take care of that, I do not think price fixing 
all across the board would be advisable, But I 
would like to see it on cigarettes, That is my 
point, 

THE CHAIRMAN: Is there anyone else to be 
heard this morning? 

MR, DAVIDSON: The Canadian Association 
of Radio and Appliance Dealers, 

THE CHAIRMAN; Then, that completes the 
presentation with regard to this association, We 
have another brief to be presented here, If they 
are ready, we will commence the hearing now, 
Perhaps however we should have five minutes recess, 
because the reporter may be suffering from writer's 
cramp, 


--- Recess, 
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--- Upon resuming, 


REPRESENTATIONS : 

Canadian Association of Radio and Appliance Dealers: 
Mr. M, A. Kent 
Mr. George Duck 
Mr. Robert Pierce 

THE CHAIRMAN: The hearing will resume. 
The second brief to be presented this morning is 
that of the Victoria branch of the Canadian Asso- 
ciation of Radio and Appliance Dealers, I would 
ask Mr. Kent to come forward, Is there anyone 
with oe Mr, Kent? 

MR, KENT: I tried to have two or three 
of them come with wo but they seemed to be afraid, 
Pere. the president of our association is here, 
but he could not appear because he did not feel he 
was properly dressed, 

THE CHAIRMAN: Then, Mr, Kent, would you 
let us have your full name and your position with 
the association, 

MR. KENT: I am M,. A. Kent; and at the 
time this brief was prepared I was president of the 
association, 

THE CHAIRMAN: You are not president now? 

MR. KENT: No, 

THE CHAIRMAN: Past president? 

MR. KENT: Yes, And there is also Mr, 
George Duck of the Canadian General Electric Com- 
pony. and Mr. Robert Plerce. 

MR. FAVREAU: What is Mr. Duck's function 
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with the association? 

MR. DUCK: I have no function with the 
organization, 

MR. KENT: They are manufacturers here. 

THE CHAIRMAN: Is Mr. Pierce an official 
of the association? 

MR. PIERCE: Yes, a member, 

THE CHAIRMAN: Mr, Kent, you were here 
when the previous brief was Ai so that you will 
know the procedure which we have suggested, 

MR. KENT; Yes. I shall read the brief 
through entirely and then I shall make my com- 
ment. That is the way I had intended to do it. 
This is a brief on loss leader practices presented 
to the Restrictive Trade Practices Commission by 
the Victoria branch of the Canadian Association 
of Radio and Appliance Dealers, it ib ae 
follows: 

As spokesman for the Victoria Branch 

of C.A,R.A.D. I wish to thank the Commis- 
sion for the opportunity to present this 
brief on thelr behalf, 

In discussing the question of "loss 

leaders" we feel it is necessary to arrive 
at some common ground with the Commission 
as to just what constitutes a "loss leader", 

The government conception appears to 

be that a loss leader is some article sold 
for less than eae whereas from a dealer 


point of view a loss leader is an article 
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which is sold at a price where the gross 
profit is below the cost of doing business, 
There is a vast difference between these 
two interpretations and until we can arrive 
at a common definition we will get sae 
where, 

THE CHAIRMAN: Without desiring to inter- 
rupt, so far as the Commission is concerned, we 
have not had any definition or construction of loss 
leader for the purpose of this inquiry. What we 
are trying to do is find what it is that people 
think a loss leader would be, and what they are 
talking about when they appear before cas so that 
we will know the nature of their complaint, 

MR. KENT: I understand, I do not think 
you will get common ground, You may say that it is 
a certain percentage above cost, Bewegcrs the brief 
continues: 

Bearing out this contention we wish 

to quote from an editorial in the Victoria 
Daily Colonist on May 17, 1953 which shows 
how far apart the thinking is between the 

provincial government and the businessman, 
and I quote: 

"Back in 1937, when loss leader goods 

were being offered to the public the 

provincial legislature passed the 

Commodities Minimum Loss Rate which 

is still in force although there has 


been no attempt to invoke it in 
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recent years, This statute prohibits 

retailers from selling certain eras 

ly specified goods at prices less 

than 5 per cent above their cost to 

the retailer, The ban covers grocery 

products and meat. While some legal 

doubt is held about its applicability 
to such things as cigarettes, the 

Schedule of definitions in the Act 

seems to cover them," 

As you will Sue in the editor's 
opinion 5 per cent above cost is a reason- 
able profit, whereas no retail merchant 
can exist doing business on this margin, 

The editor's own paper sells for 7 cents on 
street sales at a cost to the dealer of 

HL eee or a profit of 43 per cent i. 
markup of 75 per cent, 

It should not be too difficult to 
establish what the average cost of doing 
business is in every line of trade, and 
this markup or discount should be taken 
into consideration by the Commission in 
appraising when a firm is using an article 
as a loss leader, 

In our line of business we Suggest that 
the cost of doing business is not lower than 
25 per cent -- 33 1/3 on cost es and even if 
the Commission settled on this percentage it 


would help to clarify our thinking, 
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It is common sense to admit that when 
an article is sold below the cost of doing 
business by any firm, some other article 
must be sold at a correspondingly higher 
per cent of profit to make up for the "loss" 
on the cut article, In other words if the 
"cut" article bore its proper markup the 
"regular" article could be reduced in pro- 
portion, Therefore the purchaser of the 
"regular" article pays too much and sub- 
sidizes the purchaser of the "cut" 
article, 

In our opinion the abolition of price 
maintenance by the government has thrown 
all lines of business into a most chaotic 
condition with drastic results to the retail 
trade and very dubious benefits to the con- 
sumer, who cannot help but be confused by 
the various prices on the same article, 

The reputable merchant has been forced to 
curtail his services to an extent which 
does not make for good public relations, 
and if he can't keep going has had to 
close, The gyp and racketeer, who cares 
nothing for service, is in control. 

We would like to quote an item from 
Canadian Business of April 1954 under the 
heading "Finished Goods Prices are Softer" 


and we quote: 
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"Quoted prices for finished goods, 
even major equipment, disguise the 
actual softening which is taking place, 
Cut prices, concessions, free extras, 
loss leaders, are becoming a serious 
problem, Elimination of price main- 
tenance is proving a boomerang for- 
cing smaller retailers to reduce profit 
margins to dangerous levels, especially 
on durable goods, The situation is 
more serious than is generally recog- 
nized, many smaller outlets are not 
building up sufficient financial 
reserves to weather a slight setback," 

As a matter of fact the abolition 
of price maintenance is, in our opinion, 
the worst kind of class legislation that 
has been enacted for a good many years. 
It makes it an offence, punishable by 
fine and we believe imprisonment, for 
businessmen to meet and discuss their 
various problems if the matter of price 
is mentioned, and what meeting can take 
place without this being discussed, 

On the other hand we see the gov- 
ernment controlling upward, without any 
evident qualms, the price of the 
meat-bread-butter-cheese-potatoes-milk- 
wheat anc almost every article of food 


which we all have to purchase daily. 
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We have the farmers associations 
who are encouraged to meet, discuss and 
recommend prises of their produce, We 
have labour leaders setting the price 
at which they will sell their services 
to the public, and doing so with gov- 
ernment aid and blessing, 

Why then does the government go out 
of its way to "kill the goose that lays 
the golden egg" and do its best to per- 
secute the businessman who provides 
more employment, bigger pay rolls and 
more revenue to the government than any 
other source, 

We, as reputable businessmen, are 
tired of being treated as if we were 
profiteers, a public menace and undesir- 
ables in our economy. The small business- 
man is the backbone of any community. 
Take a look at any list of Chamber of 
Commerce members, service clubs, councils 
or welfare associations and you will find 
it is the businessman who is mostly 
represented, He has a stake in his com- 
munity and is usually a solid citizen, 
Why not treat him as such? 

The government could not, we are 
sure, have enacted this legislation on 
the grounds that profit in the retail 


trade was too high. Their own records 
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Should show that net profits are at 
best 5 cents out of every dollar of 
sales, and on an average, not counting 
firms in the red, would average below 
5 per cent, 

The government holds a very preferred 
position in every business, in that it 
participates equally in profits but takes 
no risks, It demands its share in cash 
too. Why then does it enact legislation 
which amounts to a persecution of its 
best customer? 

Let the government stop giving the 
public the impression that our higher 
prices, as compared to the U, Sey are 
due to excessive profits by the retailer 
and manufacturer, If the government 
wants our prices more in line with those 
of the U. S. they have the remedy by 
eliminating the 10 per cent and 15 per 
cent tax at the manufacturer's end, which 
tax doubles by the time it is passed to 
the consumer, We are not claiming the 
government should do this, but only that 
the blame for our high prices be placed 
where it belongs. 

In view of the above we strongly urge 
that the government rescind the Price 
Maintenance Act and permit the manufac- 
turer to set and control the retail price 


as formerly. 
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The above brief was endorsed unan- 
imously at the annual meeting of 
C.A.R.A.D. (Victoria) on Tuesday, April 
e7Tth,. Sixty dealers and associates 
were present, 

You will realize that while your instruc- 
tions from the government are under the heading of 
loss leaders, I rather feel that there is no way of 
interpreting, logically, what is a loss leader; and 
so this, from my point of view, comes right to the 
Price Maintenance Act. I think the two are tied 
together, And, from the instructions I have had, 

I think you will realize that while, nominally, 
you are dealing with loss leaders, the price 
maintenance picture comes into it very definit- 
re 

I do not think it should be necessary, to 
provide much proof at this end as to the preval- 
ence, Since price maintenance was abolished, of 
drastic slashing of prices in all lines of retail 
trade, I feel that this must have been covered 
very thoroughly by others sufficiently to convince 
you by now of our claim that conditions in retail 
trade are chaotic and in need of remedial action 
of some sort. 

However, I have prepared a number of news- 
paper advertisements -- I just got them this 
morning, They are newspaper ads taken from our 
files in the store which give the prices, Nothing 


is sold below cost, mind you; but the markup, 
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according to our cost prices, ranges anywhere 

from 17 to 26, I would say that 26 looks good to 
me right now. But they run from 17 or 18 per cent. 
Our own firm is represented here, too = iu per 
cent, 23 per cent, 15 per cent -- these are only a 
very few of them, And this has been going on ever 
since the Price Maintenance Act was enacted, 

You could multiply this by twenty or thirty 
times, because practically every day there is an 
instance of things being sold below list and, in 
our opinion, below what it costs for anybody to do 
business. And I think most of the merchants here 
Will bear me, out in. that. 

We have all urged, at least most of us have, 
that it is a matter of self-protection, We do it, 
because we do not like to be beaten all the time. 
When they get together they say, "It is too bad 
that we have to keep on cutting prices." But I am 
rather at a loss -- and I may be getting off the 
track a bit -- to understand what may have been the 
reason for introducing the Resale Price Maintenance 
Act in the first place. 

I can only surmise that it might have been 
either from the conviction that profits in industry 
were too high, or that it was a means of bringing 
the cost of living down. 

In my own brief there, I have mentioned 
more or less as a guess that the profits in industry 
were 5 per cent. I happened to hit the nail right 


on the head, because it has been published since 
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then in the Financial Post of May 21, 1954. I 
will not read it because: it would take too long. 
But it sets the amount there of a thousand firms 
at 5.2 per cent, That is 5.2 cents out of a 
dollar, This is the manufacturers. And that is 
lower than it was the year before, Also that is 
after income tax, but before any dividends or 
profits are paid, 

That is the manufacturers! end. And I 
have always understood they considered that a 
reasonable profit -- 5 cents out of a dollar. And 
they do not always get it. I am also assuming 
that those figures are taken from firms which are 
in the black, I do not think they would take 
firms which are bankrupt or which show a deficit, 
I think I am right in assuming that they take 
profitable firms to arrive at that 5 per cent, 

I believe that if they included firms that went 
into the red the over-all profit would probably be 
less. 

From the government's own figures, that 
is, those published by the Dominion Bureau of 
Statistics, and I happen to know that in the Van- 
couver brief they are quoting the same figures to 
you, this lists the hardware aes the furniture 
stores, the home appliance and radio stores, men's 
clothing, besides a lot of others which I have not 
bothered to look over, 

The percentages shown there in unincor- 


porated companies shows a net profit, before income 
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tax and before proprietors! salaries are taken 
into consideration, I have adjusted these figures 
by giving the proprietor which, in most cases, 
would mean the man who works there -- and he works 
pretty hard, I think -- and I have taken a very 
nominal figure as probably the salary he would pay 
his key man, 

We find there, in hardware stores, unin- 
corporated, by making that adjustment, that their 
profit is 1.4 per cent before income tax. In the 
incorporated companies it is 2.79 per cent before 
income tax, In the furniture stores it is 3.28 
per cent before income tax, and in the home appli- 
ance and radio stores it is 2 per cent before 
income tax, In the men's clothing stores it is 3 
per cent. 

So, if the government enacted this legis- 
lation from the point of view of thinking that 
wholesalers and businessmen and retailers were 
making too much profit, I do not know where they 
could have got their figures from because they have 


those figures in our reports and in our income tax 


113) returns, They, above all people, should know that 
the average retailer -~ and I do not think there is 
any question about this -- if he can make 3 or 4 


per cent net on his operation, figures he is doing 
fairly well. 

I made it a point in the last two or three 
years to examine balance sheets which were published, 


where they have divulged sales volume, and I can 
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say truthfully, with one exception -- in our own 
field -- that I have not seen any profits above 

5 per cent, There was one case, a well known 
television Suinvane a manufacturing gompany, where 
the profit was 9 per cent, perhaps it was more than 
that. But that was the first year they had been 

in business and they probably had no write-off and 
they probably showed a good profit, Perhaps this 
year their profits will be pretty slim. 

So we can eliminate any thought that the 
government, if they took that into consideration, 
enacted this legislation to make us share our 
profits with the public. As a matter of Fact. 
from my point of view if that was their idea of 
doing it, it shows that they do not look over the 
balance sheets of the companies which they have in 
their possession, 

The only other point I can think of that 
might have caused them to enact this legislation, 
was to bring the cost of living down, Those are 
the only two I can think of, other than catching 
votes, and I don't think a Liberal government 
would be a party to anything like that, 

If it was a matter of bringing the cost 
of living down, they have a method which to my mina 
is far more equitable and more just, and that would 
be to reduce the sales tax and the excise tax. They 
tack on 10 or 15 per cent at the manufacturer's end, 
And, as retailers, we are always being accused of 


keeping the price up and having our prices compared 
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with those in the United States, 

There is no question about it that, in 
our appliances, if you take a refrigerator selling 
at $400, which pays a tax of 10 or 15 per cent at 
the manufacturer's end, if those taxes were off we 
would be able to sell that refrigerator for about 
$300. That tax doubles or more by the time it 
gets to the retailer, 

So, if they really wanted to bring the 
cost of living down one way would be to reduce 
those taxes, This would be reflected right down 
the line, 

Another way, and a simpler way, would be 
to get out of the food business, that is, that the 
government should get out. Because at the present 
time they are controlling the cost of our food, 
right down the line, I may be getting a bit off 
the line, but I think these things are pertinent 
to any consideration we give to legislation of 
this kind, 

THE CHAIRMAN: The cost of goods -- we are 
not in a position to make a recommendation about 
taxes, 

MR. KENT: I am just taking this matter 
up as a matter of principle, rather than as a matter 
of personal evidence of injustice. The principle of 
the matter is that we have on one side of the fence 
the government and some other organizations which 
are hollering about free atewortae while at the 


same time they, themselves, are hiding under 
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regulations which they do not allow us to use, 
ourselves, 

And the government are in the food busin-~ 
ess, there is no question about it, They are 
taking my money to keep food up. I am not saying 
that there are not reasons, There may be good 
economic reasons that they know more about than I 
do ~- and I certainly hope they do, Because they 
are keeping the prices of food up, aS you can see 
by quotations I have here, 

I would refer to the Financial Post of 
June 6 of this year which carries the heading 
Nothing to Boast About, and states: 

Right up until the end of the last war 
Canadian farmers sold the greater part 

of their surplus agricultural production 

to Great Britain, We had a huge and profit- 
able market there for meat, dairy and poultry 
products, It was our major export outlet, 
virtually our omly one for cheese, canned 
milk, bacon and eggs, In the last ten years 
this market has dwindled to almost nothing, 

Why? In a remarkably fine speech in 

Montreal last week agriculture minister 
Gardiner answered that question: We have out- 
priced ourselves, 

Mr. Gardiner didn't put it in those words 

exactly, of course, but that was the real mean- 
ing of his remark. Rather than warning Canad- 


ian farmers of the danger of this situation, 
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however, he actually seemed to boast about 
it. 

Why should we wish to sell these prod- 
ucts in Britain when we can get far more 
for them in Canada, the Minister of Agri- 
culture asked? "Britain is buying her beef 
in London for 16 cents a pound; we are 
selling ours in Montreal for 39 cents, 
Britain is buying her bacon for 31 cents; 
we are selling ours for 45 cents in 
Montreal." And in butter, cheese and 
eggs, he added, it was the same story. 

We have lost that market because our 
prices have got far out of line, ag Mr, 
Gardiner points out, and one of the main 
reasons they have got out of line he also 
explains, Last year, he stated, the federal 
government spent more than $100 million on 
Canadian agriculture. A substantial part 
of that sum went for subsidies either in 
straight payments of so much a pound or to 
cover losses where the government stepped 
in and bought butter, cheese, pork and 
beef to keep domestic prices high. 

And this appeared in the Colonist of May 21, 1954: 

In a frantic effort to clear out last 
year's surplus butter stocks before this 
year's production pours into the government 
warehouses, the Dominion Prices Support Board 


has slashed the price to the trade of 
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30 million pounds which it has had in store 
for months. At a price of 554 cents a 
pound the wholesalers are now being offered 
butter which the government bought in at 

58 cents, The taxpayers will have to stand 
the loss, and that will amount to $750,000 
if the government succeeds in getting rid 
of the surplus before it spoils, which is 
problematical, 

Agriculture minister Gardiner has 
informed the Commons that the Prices Support 
Board will continue this year to protect the 
grocers! price at the 58 cents level, and 
will go on buying as much Canadian-produced 
butter as is surplus to consumers! demand, 
on exactly the same basis as it bought in 
last year's surplus. 

I am just quoting extracts, I continue: 

The only market for Canadian butter is 
at home, and that market is oversupplied ~- 
not because there are not enough potential 
consumers but because the price, thanks to 
Mr, Gardiner's "protection" is higher than 
people are willing to pay, 

And I find this in the issue of June 6 of the Finan- 
cial Houe headed, Ottawa Support Cancels Price Drop 
on Cheese, and stating: 

Householders! hopes of substantially 
lower retail prices on cheese have been 


squelched by the federal government purchase 
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at 30 cents a pound of 5.5 million pounds 

of carry-over cheese from last year, Ottawa 
backed this up with the promise to purchase 
from the Ontario cheese producers marketing 
association all of this year's unsold 

cheese at October 31 at 30 cents a pound, 


This purchase amounted to $1,650,00@ worth 


of cheese, that they have just bought. The article 


continues: 


Another effect is that Canadian con- 
Sumers will have to keep paying close to 
current retail prices when a drop of up to 
6 cents a pound appeared imminent. 


Then, referring to pork the Colonist of 


June 15, 1954 contains the following article bear- 


ing the heading Government Pork Pie, and stating: 


Two years ago the Canadian government 
bought up 9 million pounds of pork at 55 
cents a pound, The government had the pork 
canned (which must have cost something) kept 
it on its hands for two years, then sold it 
to a private firm for 16.65 cents a pound, 

Now, according to information given to 
Parliament on Wednesday, the private firm 
has sold this pork to Russia through a 
Soviet foreign trade association at a small 
profit. The net result is that the Russian 
consumer gets Canadian pork at a fraction of 
the price it costs the Canadian taxpayer. 


Now there was no reason whatever 
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against the Canadian private firm selling 
pork to Russia, seeing that pork is not 
strategic material, and there is nothing 
wrong in trading with Russia in things not 
strategic, 

But what a lovely ending to a govern- 
ment venture in business -- cheap pork for 
the Russian consumer in effect subsidized 
by the Canadian taxpayer! 

Then, the next has nothing to do with pork, 
but it does show a trend -- that is, if the govern- 
ment is sincere in not letting anybody get the 
monopoly. It should take note of this, This is a 
column heaced The Nation's Business, appearing in 
the Financial Post of May 29, 1954. This column 
is headed The Plan to Grab Our Meat Industry, and 
it states: 

There's a movement going on in rural 
Manitoba just now that should profoundly 
affect millions of Canadians, 

Its aim is to create a complete mon- 
opoly in meats, That would put the whole 
meat business into politics and is almost 
certain to create marketing messes similar 
to the one we have in wheat today, 

The rampaging farmers! union is cam- 
paigning up and down Manitoba to put all 
livestock marketing under control of a 
single board, The much older Federation 


of Agriculture which has had some 
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enlightening experience with such things, 
is strongly opposed, 

If the farmers! union wins in Manitoba, 

then its campaign will move on into the 
other provinces and all Canada will be in- 
cluded in the plan, 

Eventually if the farmers! union has 

its ae all livestock in Canada, from the 
Stable to the table, would go through the 
board, Prices would be fixed all the way 
down the line, to the farmer, to the com- 
mission agent, to the packer and finally 

to the consumer, both domestic and export, 
Moreover, there would be no more choice for 
any individual, either buyer or seller. 

I make a note here to ask why there is no 
prosecution under the Price Maintenance Act. 

These extracts have all had to do with 
products which they are paying for and which pro- 
foundly affect the cost of living -- if that was the 
government's idea in putting this law into force, 

There are only two reasons I can think ap 
and I do not think they are very valid ones, But 
if they will look at the redord, if there is any 
monopoly today it is in the government and what they 
control -- and, in a sense, in labour. 

I have mentioned labour once or twice, that 
they have a right to control their prices; but it 
seems to me that the minute you criticize labour 


there is a volley of invective comes along your way 
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when you dare to say that labour is affecting 
prices, 

I had a long letter from a prominent 
member of the dominion Pari anees and he said 
there was no comparison about the statement in my 
brief saying that labour was operating under what 
amounts to a price fixing arrangement, He said 
that they have to compete for their labour rights 
whereas, as he put it, and I think I can state it 
pretty accurately, "The manufacturer makes an 
article and then he sits in his wonderful office 
with his feet on the top of his BU. sets the 
price, and that is all there Ws to it," 

Well, that was his contention as to what 
a manufacturer gets by with, I wrote him a long 
letger on it, but I am not going to go into that 
Here’. 2a es ae as a retailer I have always known, 
as well as anybody else, that unless we have good 
wages we cannot sell at these major prices that we 
have today. And most certainly I am not against 
labour. I just want to be fair; and if we are 
going to be regulated, then I think they should 
be, Vo0, 

In the issue of the Reader's Digest of 
June, 1954 there is an article bearing the heading 
The Rights and Wrongs of Labour, I should like to 
quote this part: 

Outstanding labour leaders flatly 

assert on platforms, in writings and in 


arguments in the courts that there should 
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be "no competition between workers", They 
argue that all workers should be organized 
in unions which should work in concert to 
establish an irristible power to dictate 
the terms and conditions under which all 
wage earners will be permitted to earn a 
living, They demand a monopoly power in 
industry which they rightly denounce 
whenever such a power is sought by man-~ 
agers, 

This is of course an American publication; 
but it applies with equal force to Canada, 

It is also interesting, when we are deal- 
ing with labour, to look back through the reports -- 
and I am referring to the interim reports -- of the 
committee to study combines legislation, in connec- 
tion with retail price maintenance, It is inter- 
esting to see who in those cel 1951, were in 
favour of this legislation being enacted, and 
who were against it. 

Paragraph 4 on page 7 contains this: 

Although there are some notable excep- 

tions, in general the associations 
representing manufacturers, wholesalers 
and retailers favoured resale price main- 
tenance, On the contrary, co-operatives, 
labour unions, farmers! and consumers! 
associations expressed opposition to the 
practice, 


That is, the people who do not wish to be 
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controlled in any way themselves -- and that 
applies to co-operatives, although they do not come 
under the same rules, perhaps as private industry 
in that they do not pay excess profits taxes --~ 
but labour unions, most definitely, and farmers, 
who now are enjoying a great deal of protection, 
are the ones who wanted this Legislation, 

But, tet us look at 1b av littie further, 
from the point of view of the government -- still 
looking for a reason as to why they would penalize 
and ostracize the businessman, Let us take a look 
at their own figures. The figures I have before 
me purport to be those of budgetary revenues by 
sources, and I shall give the information for 
1954, These figures are authentic, and they are 
from the government. 

Let us see who is the best customer of 
the dominion government, We find that under per- 
sonal income tax the revenue is 2; per cent, But 
from corporation income tax, including excess 
profits tax, the amount is 27 per cent, ~ Urider 
excise duties, sales and other excise taxes the 
amount is 25 per cent. The balance is customs 
imports duties and other revenues, 

So that the total you get directly from 
business, in government, is 52 per cent of the 
total revenue. And when you’ take a look at the 
figure for personal income tax and the amount that 
is paid to people who are employed in industry Ps 


without any question the people who are contributing 
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most of the work today ee you see how high the 
percentage is from business. Up to at least 60 
per cent of the total comes from businessmen; and 
to say that it is not hurting business today -- 
well, I do not think there is any question about 
it. JI have been in this business -- it is an old 
business, I believe the oldest business of its 
kind in British Columbia; probably it is too old, 
Probably we should get out of it, like my very 
good friend who has been in business eighty years, 
He is not as old as we are, but he is closing out 
now. He feels it is not worth the effort er 
in closing out he is putting twenty-seven 
employees out of work on August 1. Yet he has 
been in business eighty years, 

THE CHATRMAN: Not the same oo surely? 

MR. KENT: His family has been in the same 
business for eighty years. It started out as a 
music business, and grew into electrical appliances, 
It is not a question of being bankrupt. They just 
feel it is not worth the effort and they are closing 
out -- enti as I say, there will be twenty-seven 
employees out of work on August 1. 

I should like to read something into the 
record from the Radio-TV-And Appliance Trade 
Builder of abs 1954, The article is headed: 

Fair Trade Law Would Solve Problem for All, and 
states: 

What is needed, and needed badly, is 


government recognition of the fact that 
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the prohibition of price maintenance is 
not having the effect desired by anyone, 
including the customers who buy the mer- 
chandise, The public does not want the 
confused picture they are compelled to 
Study today before making the purchase of 
an electrical appliance, neither does it 
want the low price with no service 
currently being offered by so many. 
Instances were brought to light during the 
convention where customers of cut-rate 
stores were going to the more conservative 
dealer with appeals for help in the matter 
of poe because the dealer from whom 
they bought the device, usually a TV set, 
would not or could not render needed ser- 
vice. By this time such customers realized 
that their choice of a dealer had not been 
a wise one, even if they might have made 

a saving of a few dollars at the time of 
purchase, The reason for the cut-rate 
dealer's indifference in the matter is not 
hard to understand; he made no profit on 
the deal and consequently had no means 
with which to provide service. 

If the policy of the cut-rate dealer 
affected only himself the situation would 
not be so tragic. Unfortunately, however, 
the whole price structure has been wrecked 


and so has public confidence. And the sac 
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part is that no manufacturer ever maintain- 
ed prices at a level the public did not 
want to pay, having in mind the fact that 
the need for service is inevitable and that 
the dealer is the logical person to look 
to for that safeguard of the buyer's 
investment, 

Taking all the angles into consider- 
ation it is difficult to understand why 
the legislation cannot be improved, 
perhaps by adopting some form of fair-trade 
law such as that in force in the United 
States, This offers a degree of protec- 
tion to the dealer (who is the forgotten 
man under Canada's price laws) without 
removing the element of competition, for 
no one is compelled to buy fair-trade 
products if he does not wish to do so, 
There are plenty of other makes from 
which he may make a selection, Fair trade, 
as presently in operation in the United 
States, protects both the trade and the cus- 
tomer, and recognizes the fact that the 
dealer must live, too, True, it may not be 
perfect but compared with what we have in 
Canada it seems like a remedy that would 
be eagerly grasped by everyone, trade, 
public and manufacturer alike, 


When we first got your notice regarding 


loss leaders most dealers threw it in the basket, 
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because we knew there was no solution, One very 
prominent dealer, who was here this morning but 
who had to leave, had got our notice, which is 
headed, "Loss Leader" and because it was headed 
"Loss Leader" and he did not know it was tied up 
with price maintenance he threw it into the 
basket and did not bother about it, 

Most of these things have been picked up 
within the last few months, because there have been 
many articles which I have read before and did not 
bother keeping, 

Another interesting item is the statement 
by Mr, J. D,. Campbell, the general manager of 
Consumers Products of the Canadian Westinghouse 
Company. JI shall quote the figures he gave -- and 
I presume he got them from some satisfactory 
source * where he points out that business failures 
increased by 117 per cent in 1953 over those of 
1952 in the appliances business, In other words, 
they were four times greater than the average of 
all business, And that is a very recent statement 
of his, 

One other point, before I come to the end 
of these remarks. I would like to have it on the 
record, and I would like my friends here to under- 
stand it, because I think this has great bearing 
in that it comes from a top man in a large concern 
in this business, one whom price maintenance does 
not affect a great deal, 


I am referring to a speech by Mr. Burton -- 
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that is, Mr. E, G. Burton sad in addressing the 
Canadian Life Insurance Officers Association in 
its meeting at the Seigniory Club of May 28, 
1954, Mr. Burton, as you are well aware, is the 
president of Simpsons-Sears,and he has no age to 
grind, In part, he said this: 

About two years ago the Canadian par- 
liament passed legislation which had the 
effect of preventing a manufacturer from 
setting a resale price for his product. 
When this law was first enacted it had 
little or no effect because there was no 
Surplus production of nationally advertised 
lines of merchandise, but now that there is 
a plentiful supply, this particular legis- 
lation is causing unnecessary chaos in a 
large section of responsible and depend- 
able retailers, 

While my company with the development 
of its own brands is not affected to any 
great extent, nevertheless, it is a most 
serious threat to thousands of legitimate 
small retailers who are really the backbone 
of the distribution system, as far as 
manufacturers of nationally advertised 
lines go. These manufacturers should know, 
if they do not already, that these dealers 
are in real danger of being forced out of 
business, 


I call them legitimate dealers because 
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they are the kind who stand behind the mer- 
chandise they sell and service it when any- 
thing goes wrong. I repeat that many of 
them are in real danger of being forced out 
of business by this well-meant but unfor- 
tunate legislation in favour of a distri- 
butor who thinks mainly in terms of a 
quick profit today and cares little about 
you, the consumers tomorrow, In fact he 
cannot afford to care about you, 
It is a strange anomaly that in the 
United States there is legislation exactly 
the opposite to what we have in Canada, 
It is my opinion that there should not be 
legislation one way or the other in either 
country, but that each manufacturer, 
provided there is competition between 
manufacturers should be able ina free 
economy to say to whom he will sell and 
under what conditions, 
Today there is plenty of competition 
between manufacturers of consumer goods, 
and it is ridiculous to think that any 
manufacturer could set a resale price at 
a figure that is not competitive, 
And it is interesting to note, too, that 
7O per cent of all retail business in Canada is 
done, not by the big stores, but by the independ- 
ent stores. And I believe in the United States the 


percentage is 80 per cent, 
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19) However, my plan for relief is based as 
much upon the question of fair play as it is upon 
the physical effect of this discriminatory legis- 
lation, 

It is simply that the right of free 
association with friends and competitors be accord- 
ed to the businessmen in the same degree such 
association is permitted in other segments of our 
society. Let us have the privilege of conducting 
our affairs as we wish, just so long as there is 
no monopoly indicated, 

The very fact that a manufacturer or dis- 
tributor is restricted as to his actions in choos- 
ing his agencies, the fact that he cannot take 
those steps which in his judgment would result in 
an orderly marketing of his product, the fact that 
an agent once appointed cannot have his franchise 
cancelled freely is to my mind discriminatory 
legislation of the worst kind, Furthermore, the 
fact that when any two or more merchants get 
together and discuss prices on their merchandise, 
they lay themselves open to prosecution, is the 
worst kind of persecution by the government and 
in addition lays a stigma on the businessman 
which is most undeserved. 

I must say that the most acceptable 
approach, to my nae has come from Mr, Davie 
Fulton, M.P. for Kamloops tie in writing me, 


states: 
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It is small consolation to the retail- 
ers who are being forced to the wall to 
know their demise will be the subject of a 
post-mortem, 
In closing, I realize quite well that 
while you are dealing with loss Leaders, I would 
hope that the question of price maintenance might 
become part of your job; because I can see no hope 
of having loss leader legislation, any more than 
this legislation we have in British Columbia was 
ever used, because it is useless, 
And I would close by just quoting your 
question at the end of your questionnaire, and my 
answer to it, They are as follows: 
Question 5, The need or otherwise for 
remedies and, if need appears to exist, 
what remedies might be employed with their 
probable effects, 

And the answer to that is this: 

On the assumption that remedial meas-— 
ures are necessary, if only for the reason 
of fair play, and realizing that the gov- 
ernment has a tiger by the tail which they 
might have difficulty in releasing, it is 
Suggested that the manufacturer and whole- 
saler be permitted the right to choose 
their retail outlets, and to be allowed to 
cancel such agencies without giving cause, 

This is an easy and partial way out, 


The proper and fair way is to rescind the 
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Price Maintenance Act entirely. 

THE CHAIRMAN: As it is now 12.45, and 
as no doubt there will be some discussion which 
would take a few moments, perhaps we should 
adjourn aon to resume after lunch. 


--- Luncheon adjournment. 
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--- Upon resuming at 2.30 p.m. 


THE CHAIRMAN: The hearing will resume. 
As I recall, Mr. Kent had just completed the 
presentation of his brief and some discussion with 
respect to it, 

Before passing on further I think, Mr. 
Kent, to the answers which you sent in to the 
questionnaire which was sent out to you, and which 
was attached to your brief. Would it be satisfac- 
tory procedure if you were to read the questions 
and answers? There might be some questions asked 
of you about these matters, and it might be Hieip. 
ful if you were to read the questions and answers, 
Then we would have it so that everybody would know 
what we are talking about. 

MR. KENT: Do you wish me to read this? 

THE CHAIRMAN: oa if you will. 

MR. KENT: I should like to clarify one 
point, We are discussing the Canadian Association 
of Radio and Appliance Bearer to which we refer 
as CARAD, For the Po you should know that 
this is an association which was started some 
years ago in connection with the Retail Merchants 
Association of Canada, This CARAD was set up 
under the Retail Merchants Association of Canada, 
and we have functioned ever since under this name, 
as part of the Retail Merchants Association of 
British Columbia now, 

THE CHAIRMAN: It is one of the divisions 
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of the Retail Merchants Association? 
MR. KENT: Yes. While it was at one 
time a Dominion Association, that has gone by the 
board; and it is quite likely that in future we 
may call ourselves the Radio and Appliances 
Branch of the Retail Merchants Association of 
British Columbia. I thought I would make that 
clear in case someone asked about it. We are 
actually part of the Retail Merchants peere 
tion, 
Then, turning to this questionnaire, it 
is as follows: 
Answers to Questionnaire on "Loss Leaders" 
requested by Restrictive Trade Practices 
Commission and submitted by M, A, Kent on 
behalf of the local branch of the Canadian 
Association of Radio & Appliance Dealers 
OL Victoria be cs 
Question 1 : Specific instances of loss- 
leadering, in particular articles, or types of 
merchandise, or jecaltties, and their duration, 
Answer i G. E, Kettles, Irons and Polishers 
and Sunbeam Mixmasters, all of which articles 
have been sold at a small fraction above cost, 
and over such a prolonged period that suggested 
list has no bearing, consequently most dealers 
refuse to handle, or if they stock will not 
push or recommend, They will most likely 
"knock" the article and recommend a differ- 
ent make, 
While only a few articles are mentioned, 
almost every electrical appliance, of every 


make, has been cut beyond all reasonable 
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limits over the past two years. There have 
been few exceptions. They may not be sustain- 
ed reductions but have been very frequent. 
Question 2 - General loss-leadering prac- 
tices, by particular dealers, or in particular 
trades or localities, and the frequency and 
duration thereof, 
Answer - The practice has been to "cut" any 
article, even new models just being intro- 
duced, below the price winrar in our opinion, 
it is economical to operate and cover fixed 
a. pense ride it for a short period, then 
drop. By this time other dealers have 
followed suit or refused to handle and con- 
sequently the manufacturer has had a sudden 
spurt of business, then has few sales and 
faces hostile agents who are not anxious to 
stock his line, 

This practice has not been confined to 
any particular dealer in Victoria, all have 
indulged at different times, some as insti- 
gators and some in self-defence, From 
exer SeneSy when these dealers get together 
in a friendly meeting they all decry this 
practice and claim they act in self-defence, 
None admit it as sound business or making 
them any net profit, 

Question 3 - Answered in paragraph 2, 
Question 4 iH The effect of loss-leadering 


in a particular article upon - 
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(a) Sales of that article by the dealer using 
it as a loss-leader during the loss-leader 
period and afterwards. 

Answer - In our line of pasineee? as distinct 

from grocery, cigarettes, etc., where the 

individual demand is practically daily, the 
probable customers are limited at any one 
time. An article purchased eliminates that 
customer for some years, and for this reason 
there are just so many people each month who 
are prepared to buy certain articles such as 

a washer, refrigerator, renee etc. 

This market, under conditions existing 
before the Price Maintenance Act was intro- 
duced, would be spread seasonally over a 
period, People bought when they were ready. 

A drastic "cut" in retail price will, 
naturally, have the effect of prevailing on 
many people to purchase before they would 
normally be ready, and in this way the market 
which would be available in June or July has 
been pre-sold in January or February. It 
also encourages credit purchases beyond 
what would be normal, 

There is no doubt an advantage to the 
dealer who first makes a "cut" on any 
article, However, when this initial rush 
is over his sales are bound to fall off due 
to having supplied the market, or in 
addition having his price met or bettered 
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by his opposition, 

It is quite likely he would sell in one 
month what he would normally sell ina year 
on the articles he chose to "loss leader", 
but it is contended that his sales on some 
other article which is "loss leadered" by 
his opposition will fall off with him in 
like proportion, 

If our profits are considered too 
high they call for an over-all reduction, 
not just a partial or spasmodic one, 

Question (b) Sales of that article by 
competing dealers who do not use it asa 
loss leader during the loss leader period 
and afterwards. 

Answer - Sales of that article fall off 
during the time it is "cut" - certainly 
during the loss-leader period, and for the 
reason stated above, for some time after- 
wards, If the "cut" is prolonged and very 
drastic he does not want the business any- 
Way. 

Question (c) - Sales of that article 
by competing dealers who meet the loss- 
leader price, 

Answer - Immediate sales will fall off. Can 
be regained if price met over a sustained 
period. 

Question (cd) - Sales of other merchan- 
dise by the dealer who makes use of a loss 


leader during the loss leader period and 
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afterwards, 

Answer - This has some advantage when 
applied to articles of relatively low cost, 
say $20 to $50, but in the case of articles 
from $100 to $600 the very fact it is a 
major expenditure with the average purchaser, 
means it is not likely they will be very 
easily induced to purchase more than the 
article which has been offered as a 
"bargain", 

Question (e) - Sales of other merchandise 
by competing dealers who do not employ a loss 
leader during the loss leader period and 
afterwards, 

Answer - Not usually affected, 

Question (f) - Sales of other merchan- 
dise by competing dealers who meet the loss 
Leader price, 

Answer - Not usually affected, 

Question (g) - The total sales of that 
article in the area affected during the loss 
leader period and afterwards, 

Answer - No figures available. 

Question (h) - The general sales of 
products of the manufacturer of that article, 
in the area affected by one of his products 
being used as a loss leader, 

Answer - This was answered partially in 
para. 2, The manufacturer of any product 


which, through no fault of his, is being 
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consistently kicked around at a price that 
does not bear its proper share of expense, 
let alone profit, is bound to be in dis- 
favour with his agencies, They tell us 
they can't help themselves but we are 
loath to believe them. They end up with 
one dealer who gives them volume and a 
dozen others who are antagonistic. All 
their eggs are then in one basket, which 
condition is not to their liking. 
Question (i) - The reputation and 
acceptance of the loss leader article among -- 
(1) Dealers in that article. 
Answer - Answered in (h) above, 

Question (2) - The Consuming public 
Answer - Very often they will ask what is 
wrong with the article that calls for its 
being slashed, It certainly does no good to 
the reputation of the manufacturer to have 
his products consistently marked down, It 
tends to "cheapen"” his whole line in the eyes 
oF thei pubiict 

Answers from Page’ 8 

Question 1 - What constitutes a "loss 
leader" and what types of merchandise are com- 
monly used as such? 

Answer ~ In our opinion a "loss leader" is an 
article, not in overstock or due to business 
failure, which is consistently sold at a price 


below the Canadian average cost of doing 
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business in that particular trade. 

Taking the above as a reasonable 
assumption, almost all articles in the 
electrical trade, even making allowances 
for special discounts, have been loss 
leadered, 

Question 2 ~ The percentage of total 
sales made on a loss leader basis with 
respect to: 

(a) A particular article 
(b) Articles of the same class or in the same 
field of trade e.g., groceries, hardware 


goods, electrical appliances, drug store 


products. 
Answer - It would take an actuary working 


over the past year to provide an answer to 
the above two questions. We will have to 
pass. 

Question 3 ~ The general effects of loss 
leadering practices upon - 
(a) Merchandising generally, and upon manu- 

facturers, wholesalers and retailers. 
Answer - The word "chaotic" has been used 
before anc we have not been able to find a 
more appropriate one, There is no stability 
or goodwill in the trade today and this 
applies to the retailer, wholesaler and manu- 
facturer, The over-all picture will show no 
net profits in the retail trade and this can 


easily be verified through government sources, 
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The retailer hesitates to stock any 
more than the barest fintnim, what he buys 
today can be loss leadered tomorrow. The 
manufacturer is hamstrung in marketing his 
products in an orderly manner, by 2 govern- 
ment act which tabs all as public menaces, 
and singles us out for such treatment while 


coddling themselves, the farmer and the 


labourer, 
Question (b) - Consumers, 
Answer - The consumer has had some advan- 


tage no doubt, but it has been a confused 
advantage in that what "he" buys today 
might be loss leadered tomorrow. He has 
been led to believe, through government 
suggestion, that all manufacturers and 
retailers are very suspect, and the good 
will and often more than reasonable service 
built up by old established firms, has 
pretty well gone by the board, 

Question 4 - The effect of changes in 
the level of business activity upon the use 


of loss leaders, 


Answer - Not understood, 
Question 5 - The need or otherwise for 


remedies, and, if need appears to exist, what 
remedies might be Sibi dyad: with their prob- 
able effects, 

Answer - On the assumption that remedial meas- 


ures are necessary, if only for the reason of 
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fair bikivg and realizing that the govern- 
ment has a tiger by the tail which they 
might have difficulty in releasing, it is 
Suggested that the manufacturer and whole- 
saler be permitted the right to choose 
their retail outlets, and be allowed to 
cancel such agencies without giving cause. 

This is an easy and partial way out. 

The proper and fair way is to rescind the 
Price Maintenance Act entirely. 

THE CHAIRMAN: On the last eae these 
questions and answers, referring to question No, 4 
which is as follows: "The effect of changes in the 
level of business activity upon the use of loss 
leaders." 

That is a question to which you said that 
you do not understand, You say in your answer 
that you did not understand the question, 

MR. KENT: Which one is that? 

‘THE CHAIRMAN: Question No, 4 on page 4: 
"The effect of changes in the level of business 
activity upon the use of loss leaders". 

What we want to get at there is me 

MR. KENT: I did not understand the use 
of the words "the effect of changes," 

THE CHAIRMAN: If I might explain what we 
were after sis 

MR. KENT: Had it teks "What changes in 
the level of business activity has there been upon 


the use of loss leaders", I could have understood 
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the use of the words "The effect of changes", 

THE CHAIRMAN What we want to get at is 
this: if the level of business activity is high, 
are loss leaders prevalent? If the level of 
business activity recedes so that there is, you 
might say, a business Slackening off, or you have 
2 minor depression, would loss leaders be used as 
much as or less than or more than they are used 
in a period of full employment and high activity. 
Have you any opinion upon that point? 

MR. KENT: Do you mean in a case where 
times are bad or rather difficult, and sales are 
Slow? 

THE CHAIRMAN: Would loss leaders be 
used less or more than when times are good? 

MR. KENT: Well, under ordinary Sipeumn- 
stances, before this Act came into force the very 
fact that business was slow made every merchant go 
out and, in the ordinary course of business it has 
always been a fact that has been known to us, that 
while you have an agency and they have a set price, 
there has always been enough leeway among oursel- 
ves, or with trade-ins, to go out after business, 
if we were finding it difficult to get it, 

We could always give an extra trade-in 
-- that is, $100 for an article worth $50 or $50 
for an article worth $25, And in that sense it is 
just the same as cutting the price, We have all 
been guilty of that, 

THE CHAIRMAN: We are not asking whether 



















ev ae 088 mente grtiestoats endecbaiats ine. : 
88 baa sf exobssl aol, bivow sotaasrgeb sont 8 
 Bowy sxe would mecte arom Bi) meds, acel 50 a8 doun 
“divides satd bars teremgoLqme feet ‘to bobxeq 8 at 
ttatog Jat? coqu motatge tie yoy evel 

sronw 9869 B nt ase soy of TOE . 
ore seine oats «dfuoR Tht rerider to binet ore aomtd 
: ” Swot 


ao 


ad etebest gaol bivow ssid ae 
$booy o1s nomi? nodw madd onom to seel Deas 
<i OTE SO yrectbso sebria ,~LLow rTugn .BM 


——— << 2 = 


yew. ada gorot oink ameo dod added erored:  asontede 

09 Ansdovtem yrave oben wole. asw seeahaud dick’ sont . 

ape tl agscthassd to. saruoo erator: Sed ek: cine uo 

Feds Lee of awom nood aad: tacit. dost B teed cents 

. . soba ee @ ‘eved gould bris yoreRgs as avid SO) ottdw 
Leanne gions ysweot Hapomte ood acewis aed oxedd 

_azoniend mode duo og od ,aat-oberd, dite 10 (nev 

ry | fittop ot dtuottiEs or gakoaet arow ow tt 

rit-obmud giixe ms evig eyewle biaoo aw . 

ORF 10. oad sero eioiivs as tot oaks eat deel -- 
me: #2 ounce sed at BHA ,2cb Adguow elotias #8 102, 
foe ow ow .cohsq sco gittttus ns omiga ord text, 

i wrt 2 bata | tat So yottus. 008 
saddod gnbien 205 o00 ow :MOMALAHD SET ne, ah 





121) 


eth 40 he Mr. Kent 


it is a matter of guilt, or otherwise. We are 
Just wanting to know whether in your opinion, in 
hard times, when business is not so easy to get, 
there will be loss leadering used more frequently 
or less frequently than in good times, when 
everybody is able to sell what they have, 

MR. KENT: Oh, I should imagine in bad 
times there would be more of it and, consequently, 
more failures, You cannot help that, 

THE CHAIRMAN: You mean the effect of 
that would be cumulative, and that there would be 
more failures than if they had not done that? 

MR. KENT: You would have people who are 
going behind now who would be trying to save phere 
selves by cutting everything. There is no question 
about that, 

THE CHAIRMAN; I just wished to have that 
one point cleared up, because you said that you did 
not fully understand what question was intended, 

MR. KENT: That is right, I did not 
understand it, 

THE CHAIRMAN; I think you have it now. 

MR, GERIN-IAJOIR: I have a few questions, 
Mr, Kent. First of all, this general question: 
would you think that the present legislation forbid- 
ding price maintenance would favour stronger com- 
petition and hence lower costs to the consumer? 

I know you have covered some aspects of this ques- 
tion in your brief, but I should like to have an 


answer to that, if I may. 
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MR. KENT; I think it probably has, on 
the over-all picture, without any doubt -- it has 
resulted in perhaps lower prices to the consumer. 
But I think it has been at the expense of the 
businessman, And I think it is a case that a lot 
of that business, as I say -- in refrigerators, 
particularly, which were sold last year and the 
year before at ridiculous prices and with ridic- 
ulous trade-ins, $150 or $200 fora peta) 
which was the same thing practically as cutting 
ae that the people who ordinarily would have 
bought this year have bought last year and the 
year before, because there is no doubt the sale 
this year is not what we had expected, 

There is a certain amount of over-all 
business to be had; and my contention is that 
there is a reasonable profit which a retailer 
Should have. And we have always had violent com- 
petition; we have always fought with each other 
and still have remained friends, But we have done 
it with some reasonable protection, that what we 
buy today at least has a list price that they are 
trying to adhere to, 

Many of us have taken cuts in the ordin- 
ary way from the list price, But we do not make 
it a public matter, and advertise, 

MR. GERIN-IAJOIE: You say it has been 
or that it would be at the expense of the business- 
man, Do you mean that the businessman would make 


less money or that he would make no money at all? 
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MR. KENT: I think you will find he 
would make no profit, no money, no profit, He 
can go out for a ae and to a certain extent he 
can get more volume. But put it this way: if you 
are doing $200,000 worth of business at a general 
markup of 30 per cent over-all, and you say, "All 
right, I will cut my profits by 5 per cent", you 
are willing to take 25 per cent; you have to do 
pretty close to between $75,000 and $100,000 
more business to be just where you were when you 
were doing $200,000 worth of business. 

If you can go up into the $500,000 
bracket then you probably begin to make a little 
money. But you are no better off by taking a 5 
per cent cut and doing $300,000 worth than you 
were when you were getting your regular markup 
and doing $200,000 worth, 

MR. GERIN-IAJOIE: Do you not think the 
consumer would be better off? 

MR. KENT; I doubt it, because most of 
us -~ well, as I sake we have been in business a 
long time and we have given service, It has always 
cost us a lot of money to give that service. You 
just have to give it nowadays, and I will not say 
that you soak the people, but you have to give the 
service Uhich, in other Ses we gave them. Now 
we cannot afford to do that ne and nobody else can, 

MR. GERIN-LAJOIE: Is it the retailer 
who gives service all the time on the large appli- 


ances? 
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MR. KENT; The retailer gives all the 
service all the time. The manufacturer gives you 
the part which may cost 50 cents or a dollar or 
$1.50, and you have to spend $5 to put it in. The 
retailer has always done that. He has taken guar- 
antees up to five years on major appliances, and 
he is the one who has had to do that work. At 
the present time you cannot afford to do it. 

MR. GERIN-IAJOIE: In a locality like 
Wetman do I understand that the manufacturers 
do not have any serfice agencies or service organ- 
izations of any kind? 

MR. KENT; They take no responsibility 
at all, They give you a guarantee and, in some 
cases -- until we get this rectified ae they even 
put it in their guarantee on television sets that 
the dealer will make all repairs without charge 
for ninety days. 

ey. that has been changed. The only 
thing the manufacturer does for a retailer is to 
give him parts which are defective, and nothing 
else, 

MR, GERIN-IAJOIE: The Commission has 
been told in other cities like Montreal and 
Toronto that the manufacturers in some cases gave 
the service in return for a certain amount of 
money, 

MR. KENT: You are talking about tel- 
onan, are you? 


MR. GERIN-IAJOIE: Yes, 
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MR. KENT: One of the companies now has 
set up a service department here and, for a fee 
of $50 for a year, they will service your set free, 
That has not applied to other makes. This is the 
first time it has ever applied beer and it is 
only on one make of television, 

MR. GERIN-IAJOIE: It has been applied 
in connection with other appliances in other 
cities, I was wondering if it was used here, 

MR. KENT; No, it is entirely up to the 
dealer, And mind you, they are getting a fee for 
that, They are getting $50 or $60 to service that 
appliance, They are not doing that unless it is 
fairly profitable to them to do it, 

MR, GERIN-LAJOIE: Is it as much as $50 
or $60? 

MR. KENT; I believe they get $56, 

MR. FAVREAU: To do what? 

MR. KENT; A full year's warranty on a 
television set, and it is $56, 

THE CHAIRMAN: On any set? 

MR. KENT: No, this is the only company 
that has done it. They have their own set-up, If 
a purchaser buys a television set from us we can 
sell him a contract for $56; and if we thought 
that we could not handle it we would turn it over 
to this company and, for $56 they will service the 
set fora year, They have to get a good number of 
them to average it out on a profitable basis. But 


that company that set it up here are losing money, 
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I believe they lost $7,000 or $8,900 last year 


through their service depatment, 

THE CHAIRMAN: To be quite clear, in 
television is there free service supplied for a 
fixed period of time by the dealer now, in Brit- 
ish Goiunls, or in Victoria? 

MR. KENT: That varies a great deal, 

We did have an arrangement here * I guess it was 
against the law me when we used to ad Peon eG 
think it is in effect now, but I would not like 
to comment on it. I am only speaking for oursel- 
ves; and if the press is here I would not like to 
have it public | 

THE CHAIRMAN: This is a public hearing, 
but I do not know whether the press are taking 
this down or not, 

MR. KENT: Well, there is no regulation 
or agreement among the dealers. My understanding 
is that once a set is sold yay 

THE CHAIRMAN: No, I am not asking if 
there is any arrangement, I am asking what the 
practice of the dealers is. Do you, as a dealer, 
and do the other dealers whom you know, as a 
regular practice give service free of charge on 
television sets for a fixed period of time? 

MR. KENT: I will put it this way, that 
so far as we are concerned, and I think I am on 
we put a set in the house and try to sell a man, 
in addition to that, a service charge which would 


cover him for ninety days. 
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THE CHAIRMAN: At an additional charge? 

MR. KENT; Yes, at an additional charge. 
Oh, if he will stand it, there will be a yearly 
charge, If he does not take either of those, 
then he is pretty well on his own, we will say, 
after a week or ten days. Then if there is 
trouble he has to pay for it, 

THE CHAIRMAN: That is the situation 
with regard to television? 

MR. KENT: Yes, so far as I am concerned, 
I do not know about the others, 

THE CHAIRMAN; And that corresponds to 
what we have been told in other parts of Canada, 

I think that is peculiar to television, It does 
not apply to other appliances, 

MR, KENT: Yes, it is peculiar to tel- 
evision, JI would not mind saying this ee not that 
you are interested =e but it will go down as the 
industry which has volumed quicker than any other 
industry and on which more money has been lost 
than on any other industry. There are twenty 
manufacturers in Canada today and there are twenty 
manufacturers in the United States. They have 
150 million and we have only 15 million, 

MR. FAVREAU: Before you proceed with 
your next question, I think Mr. pain tetone was 
referring a moment ago to the case of certain 
companies engaged in the manufacture of refriger- 
ators and also of washing eon where we have 


been told that the retailer buysfrom the manufacturer 
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himself, and there are two types of policy or 
three types of policy which would cover the manu- 
facturer for one, two, three or perhaps five years. 
And it did appear that the retailer passes that 
charge over to the buyer or the purchaser so that 
during the period for which the retailer has con- 
tracted with the manufacturer the latter will 
service the appliance for one, two, three or five 
years; is that system existing here? 

MR. KENT: It applies only to certain 
makes, They will give us a policy. We have to 
pay them for it; we have to pay them so that they 
are guaranteed, so that they will guarantee it, 
and we will be reimbursed, 

MR. FAVREAU: I think it is only on 
refrigerators and washing machines, 

MR. KENT: I think it is washing eth 
eRe and only one company that I know of, I am 
told that it is washing machines and refrigerators, 
yes. 

MR. GERIN-IAJOIE: You refer to the cost 
of doing business and, particularly at the top of 
page 2, you refer to the average cost of doing 
business. Would you mean by that the average cost 
all over Canada, or in a particular field of 
business, or in a particular locality, or what? 

MR. KENT: You have to relate that to 
the particular type of papihe see Wea. Lorne Lt 


varies a good deal, I think you have to take the 
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electrical appliance field by itself to arrive at 
it. But, in general, by looking at this list I 
showed you this morning, outside of perhaps food 
stores they work on a smaller margin a and these 
are your own figures, That covers pretty well the 
field, JI am not saying that they are big firms. 
Some of them are big, and some are not, 

THE CHAIRMAN: I understand you are 
quoting from a statement prepared by the Dominion 
Bureau of Statistics. 

MR. KENT; It is the Dominion Bureau of 
Statistics own publication, appearing in the 
Financial Post, but these are D.B.S, figures. 

THE CHAIRMAN: I just wanted to have 
that clear on the record, 

MR. KENT; And you can see there wa they 
do not have it totalled, They have the gross 
profit as 26, 26, Oly eos eo, 26.81, 29.and 29, 
These are gross profits. Then, clothing stores 
are 24, 30; incorporated companies are 27 and 30; 
grocery atin’ 14 per cent, That is what I mean, 
That is the only one around that figure. Combin- 
ation food ses eee 14 per cent. And then I have 
listed all retail stores, outside of food oto fes 
and you can see that their gross profits are ae 
tween 26, 27 and 30 per cent. That is their gross 
profit. 

I would have to do some addition; but I 
have given you the figures as to what they went 


net. Hardware stores stand at 1.45. You will see 


ie 
ry > 
sat y _ 
. ca es 
fos 
as ye 
> Len me ¥ a oe" 2 ee : 
5 . SF, ao wa Lie 5 
t grr 
b f 7 


# = 


ob: 















oat Rabe =“ ~ tgp noxtena #90 eon wat erste 
"ort flow videug sitovoo dart Rommatt wo. muoy oma 7 
-ene8 até ens yord. edd gareoe don ms & bist? 
| ton ous amos AMR Bd exe mid 20 emo8 
x (8f8 voy bosterebay T + MARISEE ARO mr... os 
fo katmod anid ee bored etd Jaomedted 2 8 nor iat tines | | 
; theta to. userid 
to | nom notstwod need at dt :TUaa 
add mi gatrseqqs ok aok ida two nokdetdad2 
,Setngtt .,8.0 ors eager tod aod istoneahd | 
sven of podetow deut IT '' sWAMALARS SET 
ehroges srg co asoro tsat 7 
yvsht = ered? 968 M59 “yoy rAd THR rs | 
peor erid sued ved?  ballatos vi je gon ob 
QS hoe CS 4 f8.0S eS .a8 FS. +08 42S 28 show 
astode giiddolo ,fedt ,stitow, asoum ons saat | 





:0€ bas YS ers aotnsqnon betstoquooms 70E is Sta 





-tisen I tedw at ted? .dneo seq #£ aonoda wisoo%g, | 
-fidmoo .expgll vedsd bayors oxo \ ia edd at Jacl : 

| evs I madd BoA thes tog #£ aoroda boot folis . 
aotoda boot to abtadue eaarota ibetes ris bodabl | 








-ed exe atitoxg aaotg iter? ded see mse yoy DNB 

sewtes ak oe etiteo" 194 OF ons hue (os. toowd | 

we 8 0 favterq 

I tos toorsesbs, emeoe ob of evad blyow ca _ nih 7 
.sbem yedt Satu od as, aemgit ods yoy seu eved a 


998 iLtw yor aa 38 baste aesote orewbslt won 








: 2588 i Mr, Kent 


that their cost of doing business is around 25 


per cent, That should not be hard to establish. 


And that is the average for a good many firms. 


MR. GERIN-IAJOIE: You believe that 
this cost should ney ea and is actually the same 
all over Canada? 

MR. KENT: No. I put it this way, Mr. 
Counsel, that the difference between one company 
and another company is a matter of probably e or 
Sper Ae and that is all, It is not a matter 
of 5 or 10 per cent. There is not that much 
difference, And if you get down to one firm which 
do€s not do very well, whose gross profit is 30 
while their cost of doing business is 29, it is 
too high, 

If in the other firm the gross profit is 
30 and their cost of business is 25, they are 
making a fairly reasonable percentage. But there 
is not that much leeway, of more than 2 or 3 or 4 
per cent, to my mind, in any of these businesses. 

MR. GERIN-HAJOIE: The Commission was 
told in Montreal and Toronto by some retailers in 
the appliances business that apparently they were 
able to do a very profitable business with a gross 
markup of from 15 to 18 per cent. 

MR. KENT; How long have they been in 
business? 

MR, GERIN-IAJOIE: I have in mind one 

particular case, a person who testified in Montreal 


that he had been in business for twelve years. 
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MR. KENT; Is he in business where he 
sells from the packing case? Is he selling just 
like these discount houses? Is it like that? 

MR. GERIN-IAJOIE: He has a store, and 
he has a small personnel, and the Commission has 
been told that he has five or six employees, He 
has been in business for that long, And since 
the change in the price maintenance legislation 
he has been able to advertise, of course, I am 
wondering if that is a Surprise to you? 

MR. KENT: I do not know; I do not 
believe i1t°ae art dathat he can conscientiously 
tell us that he can do business on 18 per cent, 
that is, unless he is not including his own sal- 
ary. Because these people who quote these 
figures, D.B.S., in connection with unincorporated 
companies, do not take into consideration the 
salaries of the proprietors, And that is import- 
ant, because the average working man is working 
for himself and is drawing a salary. If you do 
not take his salary of perhaps only $4,000 or 
$5,000 a year, 1t does make a difference of from 
5 per cent to 7 per cent in his net profit, And 
it is only fair to take him into the picture, 
surely, An incorporated company shows all the 
people who are in it, 

THE CHAIRMAN: What this man actually 
told us was that prior to 1951 his sales had been 
comparatively small, perhaps $50,000 or $75,000 a 
year, but that since that time, when this legislation 



































oH seeoqotgne ite itn els: wad od Oe pene 
sade bn& sitet de) x6 seentand at mead and 
mobdotatyet enmered atson ging oid at Sgmao edt 
met seaH0s Yo voatizovie of site wad aad Bet 
Suoy od eobsetue 6 at jadi Qt gatretnow 
don ob T ewottt tom ob I et 7 
Tiavotsastvades eo od dea ue tts $s at evatLod 
<in8o #90 oe no couittid ob ‘ilo. ‘ont dads eH fied i 
«fee rio ate gakboLof. gon at od sesten car" eet 


eaant ot ow orfw olqosd. seed gausoed ee 





jedesogroontny ithe nottosaaoo me 1B. aout 
ans nosierebtertos oimt sved oct ob Laertiognos 
adage at desis fo eovelagena afd to robreraa 
| ae.taow at bi ettstrow ogetovs adit seusoed | atts 
ob BOY x “yeratse 3 arthwsie ar bas ania “toh 
30 06, utc aqedtzed 0 erste abi ooled ton 
“mont % somemst Tip gs sam a00b SE 188% 8 000,28 
ber ew: dor att st ines nod AY od ‘dase eq a . t 
, oribokg od Sink ait oles of stm hte at St 

a, ae en YB IHIOS bad sroqtooutt tA euionse : 

; dE muboe | only sfqosq . 

viteutos nem atid deci sume RAO SRT apatnnd 
_ pad, bat setae ‘akit Feet oF ‘gobag dard onw as bros 
“00,27 0 000,008 aqnineg fine wlovtdersaméo 
tater atdd sodw contd Yadd conte Jerid sue “eo 


- 2590 - 


was aeess he had begun to operate on a markup 

of 18 per cent or 20 per cent a I have forgotten 
just which it was be and that his sales had jumped 
two or three or four times, and that this year he 
was selling approximately half a million dollars 
worth of goods. He was asked whether he found it 
profitable to make this change, this cut in the 


markup he had had previously -- @ markup of around 
30° per cenk a and he Pe and he smiled as he 
said os that he found it very profitable to do 
SO. 

MR. KENT; I should say, Mr, Chairman, 
that he must be one of the very few. If he has 
money enough to run from $50,000 to a business of 
half a million dollars, then he must be making 
more money on his financing, That, ne ee is 
the case with many. They do not mind how much 
they get out of it as long as they get the financ- 
ing charges which in many cases amounts to more 
profit than the retail eee or the amount 
that they get from operating their retail 
business, J cannot see that. Do you say he 
makes a markup ois what we call a discount? 

THE CHAIRMAN: It is a markup es from 
18 to 20 per cent, 

MR. KENT: A markup of from 18 to 20 
per cent would be only about 12 per cent of a 
discount, And you can see that even the food 
stores cannot do it on that. I do not mean to 


say that you cannot pick out one person, but I --- 
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THE CHAIRMAN: This may be an ee 
ional case, of course, 

MRS VKENP: tale thine i tegen 

THE CHAIRMAN: He did say that he felt 
he had a lower overhead, He said he had a lower 
overhead than most people had because he did not 
have to pay any salesmen's commissions. He did 
the selling himself. 

MR. KENT: But he could not render ser- 
vice. He has to have a service department. 

THE CHAIRMAN: He has service. But he 
said that he sold practically half a million 
dollars worth ninseaty and that he had no salesmen 
to pay. His argument was bhi .« and perhaps I 
should explain it further -- that the standard 
products of the big electrical companies making 
electrical appl tances’ the standards, had become 
so well known with their advertising and their 
length of use and the number of satisfied capecn 
ers, that most buyers now relied upon the name of 
the company and the reputation of the product, 
rather than upon the salesman, He said that they 
did not ask for a great deal of service and that 
they did not need a very long and complicated sales 
talk to convince them that it was a good buy. He 
indicated that apparently he sold fairly quickly 
on that basis. But he did have service. 

MR. KENT: I do not doubt that is a 
fact. But we pioneered at a time when it took a 


lot of salesmanship to sell a refrigerator -- the 
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need of a ref tigerat on the need of a washing 
machine and the need of an electric stove, Today 
you do not have to take out a volume, like we 
used to “by and go through it, page by wee, and 
talk about the bacteria count, in connection with 
selling a refrigerator, People accept that sort 
of thing. 

That is quite true. There is not so 
much sales effort needed to convince a person 
that he should have a particular product. But 
there are other things coming on the market that 
are probably going to need salesmen to go out 
and sell them. I do not mean to say that we 
have reached the ultimate where everything in the 
electrical field is acceptable to the people, 
There are lots of things that still have to be 
sold to them, You still have to have salesmen 
in the store, 

This man says that he has no salesmen; 
well, surely he cannot stand on the floor all day 
and take half a million dollars worth of orders a 
unless he is running a discount house, And if so, 
all they do is sell on the floor, You have your 
own cartage,and you give no guarantee at all. It 
is just a straight sale for cash, 

THE CHAIRMAN: His statement was that 
he delivered and installed, and that most of the 
people did not ask for or insist upon service. He 
said that he had a service department and that if 


a thing was in such a shape that it was going to 
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be expensive to fix it up, he just took the mach- 
ine back and gave another one, 

MR. KENT: Mr. Chairman, there is no 
customer, whether he is a customer for $5 or $500, 
who, if it is not right m if there is a scratch 
on it, if there is something goes wrong with it Es 
will not be right on the phone and will want 
service and will want that service right away. 
They do not want to pay for it, and if there is 
any kind of an argument, and if it is over the 
guarantee pated you very often have to make 
some kind of adjustment ia which we always try 
to do, 

As a matter of Pact, Mr, Chairman, that 
seems to be wrong on the face of it; because 
electrical appliances today such as stoves, 
refrigerators, washing machines and, most certain- 
ly, television sets, have more gadgets on nee 
and there is far more trouble to be expected on 
them because of these clocks and things like that, 
and stoves, than there was in the old days when 
you could sell twenty or thirty refrigerators and 
never be called in connection with any of them, 

Today they are far more complicated, 
There are more gadgets. You have to give more 
service than you did in the old days. 

MR, GERIN-LAJOIE: On the second page of 
your brief you mention, Mr. Rene. that the oat 
sumer cannot help but be confused by the various 


prices quoted on the same article, I Suppose you 
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would not have any evidence of specific instances 
to support that assertion? 

MR. KENT: No, I have not -- except, if 
I were going out today to buy some article of any 
kind, a fishing rod or a reel, I would be as con- 
fused as anybody else in the sense that I would 
never know whether I had paid more or less than 
the next man, 

Ido not say it isa disadvantages; but 
I do say the public are confused in that they 
Just do not understand why there is so much cut- 
ting in those articles today, why $150 or $200 is 
given for something that is worth nothing, They 
are suspicious that there is something wrong with 
the industry. 

Iam just as confused as anybody: »if. I 
wanted to buy anything, I used to know what the 
price was that everybody was paying. I was quite 
willing to pay that, so long as I knew that I was 
getting it as cheaply as anybody else was getting 
it. But you cannot tell me that anybody today 
knows that he is getting an article at the cheapest 
price that it is possible to get it, 

MR, GERIN-LAJOIE: Well, I just wanted to 
know what you meant by this, because you are suggest- 
ing there is such confusion, 

MR. KENT: I had a man the other day who 
said he was going to buy a television set from me, 
He said, "I will get it from you within the next 
month, but I ama little bit confused." He called 
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me by my first name, and he said, "I am confused 
because I see all these ads in the paper. cnt 
prices of $100 or $150; I don't know just what 
they all mean," I said, "They simply mean that 
if you want to come in and buy something from us, 
&@ specific article, a specific one we have a cut 
on, and want to get rid of, we will give you $100 
or more off. But if you want to buy a standard 
article which is on the market, you will not get 
BCUt ott I say they are all confused, 

MR, GERIN-IAJOIE: We will say that a 
person is buying a Phillips television set, ora 
certain make made by a certain Pin Nesey Suet 
look at the ad as it is shown by the different 
stores aa 

MR. KENT: Yes; but Supposing he buys from 

oneconcern today at $299 -- and this happens all 
the time, I can give you an instance of it sped 
he picks up the paper next day -- let me show you 
Something here, because this will point out ina 
very few minutes just what is going on, 

Now, here is an instance of Le int 
here, .You say that ir you were a purchaser you 
would: not be confused? Well, here are three adg 
dated June 18, 1952, July 5, 1952 and June 14, 
1952. They are all within one month, You have 
here a Westinghouse Deluxe Automatic Range at 
$269.50. A few days later you have that Westing- 
house Electric Range at $279.50 -- exactly the 


same range, and on June 14, within a few days, you 
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have that same range at $299.50, If you are a 
customer and you buy this at $299.50 or $269.50, 
you woule be slightly confused as to whether some- 
body perhaps did not buy one at $259.50. 

That is the point I make, and that is 
what I mean by being confused, If you are think- 
ing of buying a range you would say, "Well, I will 
just wait, and probably I will get one for $229.50," 
This is not a Specific case; it just happened to 
come out that way. But I will say that it is hap- 
pening all the time, 

THE CHAIRMAN: In that particular case, 
if you had bought at the first price of $269.50 
and discovered later that it was selling at 
$279.50 or $299.50, you would be glad to be con- 
fused, 

MR. KENT: But how about the other way? 
How about the person who buys at $299.50 and a few 
days later finds that it is being sold at $269.50? 

THE CHAIRMAN: It just happened that the 
ads you mentioned came out the other way. 

MR. KENT: Yes, but it is still confusing, 
It confuses the man who is merchandising and algo 
it confuses the public. 

MR. FAVREAU: With resale price mainten- 
ance the same thing has happened, and may happen 
again quite often, Take a case which is normal, of 
an article which is price maintained, The Suggested 
price would be, for instance, $399, Then, suddenly, 


the company, for reasons of its own, decides to 
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drop that price by $50, 

MR. KENT: Do you mean the manufacturer? 

MR. FAVREAU: Yes. This is reflected in 
the resale price of all the retailers, All those 
who have bought at the first suggested price, and 
who read the new advertisement, might be confused. 
But you cannot stop that sort of thing. 

MR. KENT: That is right; but the point 
is that there are plenty of those bargains which 
come out anyway. However at the present time, 
from, the retailer's) point of view, unless we have 
a chance of buying something exclusively, we would 
not buy ten or twenty of them because the day we 
buy them and got them on our floor somebody would 
be liable to cut the price by $50, and we would 
be left with them, 

The manufacturer is always having new 
articles coming out, seasonally; or they may be 
overstocked and they will give them to the dealer 
and say, "We are dropping the price, Take a loss 
on the ones you have on your floor" -- and you 
will either reduce your ee the new list price 
will be so much, or you will give an extra trade- 
in, The public always had fee put it was what 
I would call orderly marketing. They could still 
get a bargain, 

MR. FAVREAU; But in that case, what 
about the persons who have bought? 

MR. KENT: They have to take a chance, 


But that happens with one article perhaps once or 
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twice a year, not every day. And we can take 
care of that. In some cases, if it has been very 
recent, we refund the customer on the price of 
it. If they do not ask for it, we probably do 
not. But if they just come in and say, "I bought 
this only a month ago", we will sayy Oli rights 
because they are good customers, and we give them 
a credit. But that is what we call orderly 
marketing, 

Today it is not that way. Before 
today the public got just as many bargains but 
they got them at specific times. There were 
always January sales when things were always 
marked down, At seasonable times of the year 
television sets are marked down, because there 
are new models coming out. That is all seasonal, 
The manufacturer has more control over it because 
he can find out what his stocks are on the 
dealers! floors and he ean bring out these reduc- 
tions at a time which will bring about orderly 
marketing, as I say. 

Do not forget that we have always been . 
able to cut each other's throats on trade-ins, 

THE CHAIRMAN: You mean that prices were 

not fully maintained? 

MR. KENT: That is right, There was 
always this matter of trade-ins, 

THE CHAIRMAN: Perhaps you can tell us 
more on that; is it the advertising of these 


prices rather than the cutting of the prices you 
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are concerned about? 

MR. KENT: The advertising is the part 
that does the most damage, most definitely, oh 
yes. We have never been so honest with each 
other that we have not cut prices to a person who 
is most insistent, We do not make a practice of 
it, but we have all done it, However it was not 
as public as it is now. Today everybody is look- 
ing with suspicion at what you are offering -- 
Suspicion that you are charging them more than 
the man next door, And maybe you are 71 cont t 
know, 

MR. GERIN-IAJOIE: At the bottom of 
page 2 of your brief, I am wondering if there is 
some misunderstanding in what you say. In your 
brief you say that it makes it an offence punish- 
able by crime and imprisonment for businessmen to 
meet and discuss their various problems, if the 
matter of price is mentioned, Is it not a fact 
that that was the situation before the present 
legislation -- if businessmen were to meet and 
discuss prices, that it would amount to a com- 
bine? 

MR, KENT; Do you mean under the present 
legislation? 

MR, GERIN-LAJOIE: Under the former legis- 
lation, under the Criminal Code arr manufacturers 
had combined to fix prices. 

MR. KENT: Well, under the combines 
legislation a do not tell me that you think -- 
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in previous times “mt as businessmen, could get 
together in our aeboeietion, but we never did get 
100 per cent co-operation and never would. But 
we could call for certain prices, perhaps on 
television aerials, you could say that you are 
going to set $69 or $79 for a certain type of 
aerial. And we would say that 70 per cent of us 
agreed to it. We could do that, under the old 
system. I don't think anybody is going to say 
that we would have a combine if we did that, 

MR. GERIN-IAJOIE: I am not so sure 
about that, 

MR, KENT: There is nothing under this, 
the way I read it. If this association of mine 
got together and discussed prices, and you got to 
know about ee or the government got to know about it, 
we could be fined. I don't know about the impris- 
onment part of it; but probably we could be, I 
don't think there is any question about it, that 
this is far more binding and that there is far 
more implications, so far as the retailer is con- 
cerned, 

And who will ever say that there has 
ever been a combine among retailers? That is the 
most ridiculous thing I have ever heard, There 
never could be, I have been with the retailers for 
thirty years, and you never could get them together. 

MR. GERIN-IAJOIE: If I might mention a 
free opinion, I think that would be a combine, 


MR. KENT: It is not a combine unless it 







sa 
7 - aa, 7 


me, a ie a - ia ee ee 


























_ oe woy dedd yse Ofiee wey afatzes nokabvenet 

. | to exes statsad a mot OV# to QE Soa of ates 

_ BY 29 dae tog OT dad yea bivow ow'bah ,Latres 
bfo sid sebsu , Jat ob bLvoo eM gt oF beorgs 7 

| ae pe at imine at ybodyre aakdd g1s0b I smodaye 

t stat tb ow. 2b saitdmoo-e evar binow ew. dada 

; ere oo Jon me LOUAL-MERAD 


| | ; oo juods 
7 .aintd rebty gatdvort ak greiT sTat , | 
Oo aitis ko Sokt Rt ooBes, pids 2t ott bso L yew, ong 
of tom noy bas ,asoidq boasugeth bas teddogod tos 
| 31 duods wort ad dog dnemmrevog otf 10.3 duods wordt 
wataqm? ec duods wort dtaob x beet, ed biscoo ew 
| rt .ad Bipoo ow yidsdoug tud it to deag Jatgunsto 
det at duods motdaeup ys al dicated alerkita)- {tab 
cet at wrod daid bas galoatd pant 28%, a atels 
oo al Walt aders add es tat os lea 
| : ete 
aan oxerid dads ysea sove Iftw ondw ba A cin . 
Bie ab dent tmeitstor atoms enidnios s Bsed x9ve- | 7 
or onl .otsed rove ova I paid, avotwothin, Aeon 
‘OF avothater ott shitw deed eved T ed bivoo oven 
_ stages asi 9g Sive> woven soe, a reece at 
8 Soktaem tdgin be :HLOGAI-WIAAD AM i 
 Sabdaige ed bivoy edd sites T ei lal 
2 senate Sm oT) TMA, AM) 8 ftyand : 


a 


- 2601 - Mr. Kent 


is a monopoly. I do not agree with you -- 
unless it is almost 100 per cent it cannot be a 
combine, 

THE CHAIRMAN: Well, Mr. Kent, I do not 
think I would want to go as far out ona limb as 
that. Because there has been a number of cases 
in which the court held that combines had existed 
where a great deal less than 90 per cent of the 
business was found to be in agreement, 

So far as making agreements as to what 
prices are going to be eee there is no shange 
in the law in that respect. The only change that 
has been made in the law is that the manufacturer 
is not allowed to fix the retail price, and he is 
not allowed to cut off a dealer because he has 
failed to adhere to prices which the manufacturer 
as a supplier names for him, That is about all 
the change that has taken place, 

In so far as agreements are concerned, 
it might be a good idea if you were to take a look 
at section 2 of the Combines Investigation Act. 
You will find it was there before this last change 
was made, and that there has been no change in it. 

MR, KENT: But probably it has brought 
4t more to the fore, on account of this Act... I 
never realized that we were transgressing the law, 
if we had an association that talked prices, It 
has been brought far more to the fore recently. 

THE CHAIRMAN: It is not an-offence to 


talk prices, but it is an offence to agree on 
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prices, 

MR, KENT: Well, what are you going to 
do, if you talk prices? Surely the one goes with 
the other, 

MR, GERIN-IAJOIE: You referred to Mr, 
Burton's opinion of price maintenance, I would 
like to venture this question to you: would you 
conceive it possible that the departmental stores 
might prefer to have price maintenance so that 
their own private brands might sell at lower 
prices than the national brands? 

MR. KENT; It is rather odd that you 
should ask me that question, because someone here 
Suggested the same thing to me. He must have 
known what was in your mind, It had never crossed 
my mind that it would be an ulterior motive, 

MR, GERIN-IAJOIE: I think that is all I 
wish to ask, 

MR. WHITELEY: To what extent has the 
number of appliance dealers in the city of Van- 
couver changed since goods began to move in the 
post-war period? 

MR. KENT: I think the B. C. Electric 
perhaps keeps track of all that, But I would say 
there has probably been an increase in the number 
of people in the business, Is that what you 
mean? 

MR. WHITELEY: Yes, To what extent? Has 
it been substantial or slight? 

MR. KENT: I would say that there has 


been an increase of probably 10 per cent. 
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I do not know offhand what it would be. It runs 
about 110 dealers, I think, in this line of 
business, 

MR. WHITELEY: Do you think there were 
that many before the war? 

MR, KENT: Before the war? 

MR. WHITELEY: Yes, 

MR, KENT: Yes, I think there would be 
about that. During the war it went down, and then 
it came up again. There have always been some 
getting into it and out of it -- this business. 

MR. WHITELEY: In some centres it has 
been suggested that the increase has been quite 
large in the post-war period, 

MR. KENT: Since the war? 

MR. WHITELEY: Since goods began to be 
available after the war. 

MR. KENT: I would think it increased, 
but not more than 25 or 30 per cent. But we do 
not mind competition that way. There are always 
people coming in and out, However looking back 
over the years I must say there are not many in 
the business today who were there twenty years 
ago, And there have been a lot of them come and 
go since that time. 

MR. WHITELEY: In your opinion are there 
any actual pee cies houses in this city? 

MR. KENT: You mean in all business? 

MR. WHITELEY: . Yes. 

MR. KENT: I think as you define cut-rate 
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houses, no, 

MR. WHITELEY: In these references you 
have made to cut prices, are you referring to the 
spasmodic type of price cutting? 

MR. KENT; Yes, 

MR. WHITELEY: Where one dealer would 
feature one article for a short period of time and 
another dealer would feature some other article? 

MR. KENT; Yes; but it has been pretty 
well continued on certain items which are well 
known, For instance, General Electric has been 
cut consistently for the past few years, 

MR, WHITELEY; On the smaller appliances? 

MR. KENT: On their smaller appliances, 
yes. But the whole line has been aie especially 
on something which is in popular demand, For in- 
stance, I am thinking of a Mixmaster, which is the 
most popular mixer. You can sell ten Sunbeam 
Mixmasters to people without any sales effort, at 
all. But just try to sell them any other make of 
mixer, and you have a Job on your hands, 

The article which is always cut is the 
one which is in popular demand, Mixmaster could 
easily have been sold at the regular price i and 
that price is not too high as compared with the 
prices of other things he but because they are go 
well known they have been cut drastically in the 
last two years, 

MR. WHITELEY: What situation actually 


eventuates? Is there a price now on Mixmasters 
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in the city of Victoria? 

MR, KENT; Yes, and there has been, 
right along, 

MR, WHITELEY: What is that price? 

MR. KENT: It varies anywhere from prob- 
ably $49 up to ek even lower than that ue 

THE CHAIRMAN: Then there is no one price? 

MR. KENT: No, 

MR. FAVREAU: There is one flexible price, 

MR. KENT; There is one price on one day 
and another price on another day. You don't know 
where you are, 

MR. WHITELEY: What situation eventually 
comes out of it? 

MR. KENT: I wouldn't know. 

MR, WHITELEY; Well then, the price 
cutting must be spasmodic, 

MR.KENT: If you can call it spasmodic 
by the fact that they probably do not have the ad 
in the paper every ar if that is what you mean, 
But if you go around town to buy a Mixmaster you 
will probably get ten different prices, 

THE CHAIRMAN: And would those all be 
lower than the suggested list price? 

MR. KENT: Oh yes, all of them, For 
instance, a G. E. kettle which Lo, ok think, listed 
at $12.95, is selling anywhere from $8.95 to $9.95, 
That is the kind of case. And either it is done as 
a leader to bring people into the store, and I 


don't know whether that is so or not, I don't know 
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what the reason is. But certainly there is no 
incentive to sell any of that sturf today. 

MR. WHITELEY: What about the major 
appliances? 

MR. KENT: Do you mean such as refrig- 
erators and stoves? 

MR. WHITELEY: Yes, 

MR. KENT: Well, they are being cut all 
the time, From our point of en let us say, in 
handling a Moffatt ora Westinghouse range, there 
is a suggested price, But we are apt to pick up 
the paper tomorrow morning and see that a new 
range that has been on the market only a month or 
two is suddenly slashed by someone to the extent 
of $50 or $60. And then there may not be another 
ad for a month or so, 

We have had cases where a brand new 
eS a brand new model came out, and before we 
had our model on the floor it was cut from $299 
to $259.50, before the public had even been intro- 
Gucedatouie ; 

MR, WHITELEY: Would that price persist? 

MR. KENT: No, nobody handled it. We 
told the fellow we would not take any more, and he 
did not make any sales until that price died out. 
Because we did not want to buy it at that price, 
it was too close to our cost, 

MR. WHITELEY: What about the dealer who 
featured it? 

MR. KENT: I don't know what they did, 
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It was the only time they did it = just once, 

THE CHAIRMAN; Did he go on selling it? 

MR. KENT: One dealer does it one time 
and another dealer is liable to do it another time, 
because they get mad at each other. And we have 
done it, too. We have done it ~~ $269 was our 
price. We made 17 per cent on it, and I guess we 
lost "dough" on that one. We put ina price of 
$269, and they sort of forget about it, But 
everybody is doing it. Everybody has done it, 

MR, WHITELEY: In the larger cities in 
the East the presentation made to the Commission 
was that certain so-called exas dealers were 
persistently operating on a narrow margin of 
perhaps 18 to 20 per cent, I take it from your 
evidence that that situation does not prevail in 
Victoria, What you get is a spasmodic antes 
ation, 

MR. KENT; I mean that here, for fos 
stance, as compared with enuanves! we are a 
little more gentlemanly. We take life a little 
easier over here, And if we do compete we do it 
in a fairly friendly way. But I think you will 
find in the bigger centres, Vancouver eepcat saat. 
it is worse there than it is here, But we still 
suffer from it here, too, 

MR. WHITELEY; How do you distinguish 
between a form of selling in which a dealer 
advertises a cut of $50 on an item and another 


form of advertising where he offers an allowance 
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of $50 on a mop? 

MR. KENT: One is cutting the retail 
price, which is a great deal different from giving 
a trade-in, in the mind of the public. 

If they are buying a Moffatt range at 
$300, they are not so disturbed if there is a 
trade-in of $50 or $75 as they are if, after hav- 
ing bought that model, they find that it comes 
away down in price or is advertised at $50 or $75 
less. The retail price that is advertised and is 
quoted is the part that gives some stability to the 
trade-in, The trade-in part has always been, ina 
sense, a method of giving an advantage to the oe. 
unelrep | 

That is so, unless it is a seasonal 
time when the company reduces its price, or some- 
body has got overstocked and is quietly giving a 
CUE CON Cle ¢ But it is a fact that there is no 
established price in the mind of the public on 
any line of merchandise, 

MR. WHITELEY: That is all I wish to ask, 

THE CHAIRMAN: Could we get one thing a 
little clearer, as to exactly what the term "loss 
leader" means to you. The word "leader" in the 
expression is quite frequently taken to mean that 
goods are sold at a loss for the purpose of lead- 
ing people into a store, probably to buy something 
else. Would that be your view of the term "loss 
leader"; or do you think that the mere fact that 


goods are sold at a price below one which will 
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pay the cost of the goods, plus the cost of 
doing een is loss leadering? What do you 
mean by that term? 

MR. KENT: Mind you, the term "loss 
leader" is not mine, I think the very name means 
that 10 16.8 Jess, i toiie a leader, 

THE CHAIRMAN: There must be a loss some- 
where init? 

MR. KENT; There must be a loss to lead 
people into the store, 

THE CHAIRMAN: And if you lead them into 
the See are they brought in there to have them 
buy something else, as a rule? 

MR. KENT: on in a good many cases, 

THE CHAIRMAN: So that the word "leader" 


means something more than that it is being sold at 


a loss? 

MR. KENT: Yes. And I think the reason 
you have not had more response ee and you have not 
had too much of it al is because your Commission 


was set up to look into loss leadering,. I am 
thinking of a very prominent businessman I saw 
last Tuesday. I had headed our notice as "loss 
leaders", If I had headed it "price maintenance" 
he would have been down here like a Bice. 

But we feel there is no legislation that can 
control loss leaders, It is too hard to define, 
And it is thought that there is no advantage in 
coming to this Board, or in answering your 


questionnaire, Because so far as the questionnaire 
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is concerned, he did what I did at the beginning, 
he threw it into the wastepaper basket, 

But when it is tied in with price 
“maintenance, then it gives a different interpret- 
ation. If you had been a commission which was 
not going to tie in the two things, loss leaders 
and price maintenance, I would not have been here 
to spend so much time, because there is no legis- 
lation you can get to deal with loss leaders "as 
such, 

THE CHAIRMAN: We are instructed to look 
into loss leaders, 

MR. KENT: I figure you are going to 
report to some extent on the price maintenance 
part in connection with loss leaders, or I hope SO, 
anyway. 

THE CHAIRMAN: We have to consider the 
whole subject of loss leaders and matters related 
to it, and which bear on the use of loss leaders, 
They also have to be considered, 

One must bear in Petey of course, the 
fact that the Act relating to resale price mainten- 
ance wa § passed only a couple of years ago, We 
are trying to see what has happened since the time 
it was passed; and what we are trying to do Ye 
ularly is to find out in what fields of business 
loss leaders, as people in business understand 
them, are being used, We want to know whether 
they are being used occasionally and with regard 


only to a certain number of articles, or whether 


































“ool of bedoundent ors oW Mot io aT 


Dn 


7 a 


gokaq dtiw at pett et ot oti ia oe 
-tongrodat jnoretihh & aovty ak stoctd pares 
eaw dokdw aoteetimos & mood bed Oy “I rere a 
erepsel eaol _agetis owt oni gt elt of gatos dom . 
ead mood ovad 36 Bivow I sonisneda tm soing brs 
~aisel on at oredt as B90d « Snikd dovmn oa Broa od 


as ,artobsel agot tye iaob ot 98 Bd Oy hotdal 
.toue 


verobael aaol edit” 

ot gitfog ete YOY onught + a FIM 
somsrtotht am soligq odd so sadxe emos of droge 
.o8 ss To x0 ears aaol sige hott oorttios at Jx8q 
a esis 
odd qsbretton of evar sia :MAMALAHD ar - : 


— = 


bedafor aretden ons erabsel aso! to doobdue sfow 

.etebesl eaol to eau oct ao teed dio bei brs (35 og a 

. borsbbasiod 3d of evad oefs yadT 

eit .eamon To _ ekot ne «god dave ono je 
_codttm coleq feast od gatdefox JOA on tailt Yost 
ew ,o—8 erasy To siqvoo s yino beensg 2 Bw 90ns 
aid ony soate perteqq si aed Jaw o9a od gaters S15 
~obdeaq of 68 yothyrd ats ow taclw bore .boaaag ow or 

suortkaud to abLolt Satiwe nt duo —" at eineto 
aed essen anoateid ‘mk slqoog a8. gerobsel ‘aeol 

ecotd acti wort od gusw oW Deay ‘gited ots Smartt 

; praget ais iw- pate ‘Lf ettotesoo0 boas anted ars yadd : 


“contd ont 10 soioheas to ‘odin ahataeo & od {Lhe _ 
a: 


— BOL The Chairman 


in certain particular yoda Tite ae or whether 

they are being used generally and persistently, 
And, if they are being used, we want to find 

their effects upon business , retailers, whole- 
salers and manufacturers -- and upon the public. 
Because you must keep in mind that the legislation 
is intended to be used to protect the interests of 
the public, Therefore a consideration of the 
public comes into the picture during the course 

of our inquiry. 

It is possible that something which 
would injure a merchant or group of merchants 
might also injure the public generally. It might 
also be possible, on the other hand, that something 
which would work badly from the point of view of a 
particular merchant or group of merchants, in its 
total effect would be beneficial to the public, 

We have to look at the whole thing, having 
in mind the public interest as well as the interests 
of businessmen, 

This matter of the "leader" aspect of loss 
leadering is of some importance, Because when we 
look at the question of major appliances the state- 
ment has been made, and was made beady, that where 
major appliances are concerned they are not beens 
erly used for the purpose of leading people into 
the store to buy other shies, because a person 
only buys @ major article of that kind once ina 
lifetime. If he comes in to buy a refrigerator 
or a television set costing $200 or $300 or $400, 
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it will not be easy to get him to spend another 
$300 or $400 on something else. 

The purpose of that sale may be to get 
him in to buy that article. But, conceivably, it 
might be to get him in, not to buy that article, 
but to persuade him to buy something else. So 
that the "leader" aspect of that phrase does 
enter into the picture considerably. 

The mere fact that something might be 
sold at a loss does not necessarily make it a loss 
leader, As you know, there are certain circum- 
stances under which merchants on occasions may be 
forced to sell at a loss, That may happen at the 
end of a season where the demand has run out for a 
particular sort of thing. At the end of the season 
a merchant may wish to clear his shelves for the 
next year, 

The same is true with respect to articles 
which deteriorate fairly rapidly. You cannot keep 
them on your shelves indefinitely. You might have 
to sell them at a loss, Nobody in business would 
call them loss leaders, 

And there may be other reasons eS in 
a particular case, a merchant may sell at a loss 
to him, but it is not properly speaking a loss 
leader, in the sense that businessmen usually use 
that term -- even though they may vary as to what 
the exact meaning may be. 

Iam just trying to get from you what you 


mean by a loss leader, and what effect it would 
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have on your business, so far as major appliances 
are concerned, 

MR. KENT: Was this committee set up -- 
how long ago was it set up? 

THE CHAIRMAN: This Commission? 

MR. KENT: Was it since the Price Main- 
tenance Act came in? 

THE CHAIRMAN: This Commission was estab- 
lished by amendments to the Combines Investigation 
Act in the year following the abolition of resale 
price maintenance, And one of the things which, 
80 to spealr, was deposited on our doorstep as a 
result of the MacQuarrie committee report --~ and 
it was the MacQuarrie committee report which led 
to the abolition of resale price maintenance .. 
was the study of the question of loss leaders, 

At the time the MacQuarrie committee was 
carrying on its inquiry, representations were made 
to it that the abolition of resale price mainten- 
ance would result in the wholesale use of loss 
leaders. But the committee, in its report, 
expressed the opinion that loss leaders Pe not 
a serious problem at that time, that being a 
period of high employment and productivity and, 
what you might call, a sellers! market, | 

The committee estimated that if there 
were troubles of that kind to be anticipated, 
there would be time to investigate them euhaes 
quently. 

One of the first duties which fell upon 
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this Commission was to carry out or to complete 
an investigation into that field. That is what 
we are doing now. 

MR. KENT; I am positive that because 
you were known to be inquiring into the loss 
leader end of it, without tying in price mainten- 
ance -- I am positive it has had an effect upon 
the replies you have not received from businessmen, 
Because I do not think there is any solution for 
loss leadering wa for an Act which would enforce 
anything to do with loss leadering. 

Since price maintenance has come in, we 
know that manufacturers at one time had some ce 
trol down the line, through their agencies, which 
were established, We have been agents for R.C.A. 
Victor for forty years, ever since they started, 
And they have had some control over their ae 
until it was sold, 

When they lost that control in this and 
in other eee noe it has meant that what you 
might call loss leadering has not been confined 
to certain foodstuffs, or certain things like that, 
It has become general, There is no such thing as 
loss leadering now; everything is loss leadered at 
some time, 

THE CHAIRMAN: Of course it is always 
true that there may be a close connection between 
resale price maintenance and loss leaders. That 
is one of the aspects of the problem which we have 


to consider, We have never said that resale 
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price maintenance was entirely outside the scope 
of the inquiry. 

MR. KENT: I hope it is not, 

THE CHAIRMAN: We have always had very 
keenly in mind the fact that many businessmen 
thought that it had a very close connection, And 
it was necessary for us to take that into account 
carefully in dealing with it. 

There is one further question I might ask, 
Is it the opinion of your association, or your per- 
sonal opinion, that resale price maintenance would 
be a cure for the cutting of prices about which 
you are complaining? 

MR. KENT: Very very definitely, yes; 
because, as I suse the person who builds the 
article is competing at his end, and he should have 
at least some control over his agencies, If he 
establishes four or five stores and knows that he 
has set certain prices on his article he should 
know that it would be sold at that price, 

THE CHAIRMAN: What about trade ths from 
time to time? 

MR. KENT: He did not take any interest 
in ereae Ee. We could always compete on that 
Levels 

THE CHAIRMAN: Does that not have some 
etpeeevorives and failing to maintain them? 

MR. KENT: Yes, And the manufacturer 
may come in some bine’ if we have a store that is 


going crazy on trade-ins, or going a little crazier 
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than usual, The manufacturer would probably a 
"You are no longer an agent of mine." He might 
say that, if that agent was upsetting four or five 
other dealers, The manufacturer would have some 
control by saying, "You are my agent, and if I do 
not like your store I can stop you tomorrow and 
take my stock out. You are no longer my agent." 
But he could not do that today without making him- 
self liable to prosecution, 

THE CHAIRMAN: Are you familiar with the 
present position of the law in the United States? 

MR. KENT: ike, I am not. 

THE CHAIRMAN: Where they have fair 
trade laws in all but three of the states, and the 
District of Columbia. 

MR. KENT: I never have studied them. 

THE CHAIRMAN: You are not familiar with 
the way it operates? 

MR. KENT: No, I think myself that the 
part which would obviate our troubles here ae at 
least my troubles vente ale be just that the wacaee 
saler, the manufacturer and the distributor would 
have the privilege of suggesting a list price, 
That is all right. And if he did not like the 
firm worm Lf hey didenoth Idhkenmy dey then for no 
reason that he would have to explain he would be 
able to sue "You are no longer an agent of ours; 
you are finished," 

THE CHAIRMAN: There is one reason he 


would have to explain now. 
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MR. KENT: The one reason he has to 
explain is as to why he cut them off. 

THE CHAIRMAN: He would have to explain 
if he cut them off because of price, 

MRSKENT: Yes, 

THE CHAIRMAN: He could cut them off 
for any other reason, 

MR. KENT: But it is not as easy to 
establish as that. They still could cut them off, 
but they are liable for a lawsuit, because a man 
could ee "You cut me off because I cut prices." 
It is not as easy today. 

THE CHAIRMAN: You mean if he has been 
cutting prices, and you cut him off, he may be 
able to persuade the court that the real reason 
was because he was cutting prices? 

MR. KENT: Yes, It requires a lawsuit. 

4) Before I can cut off the wnoleed em: or throw out 
his line, or he can cut me off for no reason at 
aay 3 just send me thirty days notice, 

THE CHAIRMAN: You think that is a good 
position for the retailer to be in? 

MR. KENT: Yes, I do. Their franchise 
has some value, surely. It has been builtup to 
have some value through their advertising over 
twenty or thirty years, through their publicity. 
And they have established a name for themselves 
which surely is worth something, They want 
orderly marketing of their goods, 

THE CHAIRMAN: Just before we save 
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is there anything further you would like to ask? 

MR. KENT: No, I think I have said pains 
thing I wish to say. 

THE CHAIRMAN: Do you wish to say oe 
thing, Mr, Duck? 

MR. DUCK: No, the company I represent 
has already presented its views to you on this 
Subject, particularly in connection with small 
appliances, 

I think anything I would add at this 
time would be superfluous. 

THE CHAIRMAN: Do you wish to say any- 
thing, Mo. Plerce? 

MR, PIERCE: No. The only thing I might 
wish to add would be this, that counsel was refer- 
ring to the fact that the general public seems to 
be mixed up in connection with the prices which 
they are getting today, I might say that the pone 
eral public are in the same position we Ee cae 
selves, We are just as much mixed up as to what 
the price of an article is going to be. We might 
leave this room today and go back to our stores and 
find that an article has dropped $50 in price, 

We are no wiser than the public. So if it is good 
for the public it must be good for us too, 

THE CHAIRMAN: Your position might be a 
little different from that of the public. You have 
got the goods, 

MR, PIERCE: We have the goods, and we 


are going to sell it to them at this price, if we 
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can, 

THE CHAIRMAN: Then, I think that will 
conclude the hearing in Victoria. We will now 
adjourn to Wancouven: where the hearing will be 


continued on Monday morning at ten o'clock, 


---Whereupon the hearing at Victoria was con- 
cluded, to be resumed in Vancouver, British 


Columbia, Monday, July 5, 1954. 
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